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Chapter  II — Securities  and  Exchange 
Commission 

Part  240 — Gknerai.  Rules  and  Regula¬ 
tions  Under  the  Securities  Exchange 
Act  of  1934 

trading  in  GERMAN  SECURITIES 

On  December  8.  1941,  following  the 
attack  on  Pearl  Harbor,  the  national 
securities  exchanges  suspended  dealings 
in  securities  of  German,  Italian,  Japa¬ 
nese  and  other  Axis  origin;  and  the 
Conunission,  having  consulted  with  the 
State  and  Treasury  Departments,  re¬ 
quested  the  cooperation  of  brokers  and 
dealers  in  refraining  from  effecting 
transactions  in  all  securities  of  such  ori¬ 
gins.  Trading  was  restored  in  Italian 
securities  in  December  1947  and  in  Jap¬ 
anese  securities  in  November  1950. 

In  March,  1951  following  the  an¬ 
nouncement  by  the  Government  of  the 
Federal  Republic  of  Germany  (West 
Germany)  of  its  recognition  of  pre-war 
external  debts  of  the  German  Reich, 
the  Commission,  having  consulted  with 
the  State  Department,  advised  that  it 
did  not  intend  to  withdraw  its  request 
that  brokers  and  dealers  refrain  from 
effecting  transactions  in  German  se¬ 
curities  until  full  assurances  could  be 
given  to  investors,  through  validation 
proceedings,  that  only  securities  which 
constitute  “good  delivery”  would  be  af¬ 
forded  a  market  in  the  United  States. 
This  action  was  necessary  because  of 
the  large  volume  of  German  securities, 
particularly  foreign  currency  bonds, 
reacquired  by  the  Germans  and  held  in 
negotiable  form  in  Berlin,  which  were 
lost  or  looted  after  the  occupation  of 
Berlin  in  1945  by  the  Soviet  armed 
forces.  In  September,  1952  and  April, 
1953,  the  Commission  again  requested 
brirfcers  and  dealers  to  refrain  from  ef¬ 
fecting  transactions  in  German  securi¬ 
ties  pending  the  establishment  of 
appropriate  validation  procedures. 

The  Federal  Republic  of  Germany  has 
enacted  legislation  requiring  the  valida¬ 
tion  of  foreign  currency  bonds  and  cer- 
wm  internal  securities,  and  procedures 
for  validation  have  been  or  are  being 
^tablished.  The  Agreement  on  German 
eternal  Debts  signed  in  London  on  Feb¬ 


ruary  27,  1953,  provided  that  the  Federal 
Republic  would  permit  the  settlement  of 
certain  debts,  including  German  foreign 
currency  securities,  and  would  provide 
the  necessary  foreign  exchange  to  permit 
payments  on  debts  which  are  settled. 
Validation  is  a  necessary  step  before  a 
bondholder  may  participate  in  a  settle¬ 
ment  which  may  be  offered  pursuant  to 
the  Agreement  of  February  27,  1953. 
An  exchange  offer  has  been  made  by 
the  Federal  Republic  with  respect  to 
certain  issues  of  the  German  Reich  and 
the  Free  State  of  Prussia,  and  an  issue 
of  the  Conversion  OfiBce  for  German 
Foreign  Debts.  It  is  understood  that 
further  exchange  offers  are  being  nego¬ 
tiated.  Negotiations  in  the  case  of  dol¬ 
lar  bonds  issued  or  guaranteed  by  West 
German  states  or  municipalities  are  be¬ 
ing  conducted  by  the  Foreign  Bond¬ 
holders  Protective  Council,  Inc.,  90  Broad 
Street,  New  York  4,  New  York,  and  ne¬ 
gotiations  in  the  case  of  other  German 
dollar  bonds  are  being  conducted  by  the 
United  States  Committee  for  German 
Corporate  Dollar  Bonds,  910,  Seventeenth 
Street  NW.,  Washington  6,  D.  C.  In¬ 
quiries  concerning  these  matters  should 
addressed  to  the  Foreign  Bondholders 
Protective  Council  or  to  the  Committee 
for  German  Corporate  Dollar  Bonds, 
whichever  is  appropriate. 

The  procedures  for  validation  are  not 
identical  for  all  securities.  Under  an 
Agreement  dated  February  27,  1953,  en¬ 
tered  into  between  the  United  States 
Government  and  the  Federal  Republic 
of  Germany,  a  joint  German  and  Ameri¬ 
can  board  has  been  established  in  this 
country  to  validate  German  dollar  bonds, 
and  registration  of  such  securities  for 
validation  began  in  September  1953. 
In  addition,  under  the  provisions  of  a 
Treaty  between  the  Federal  Republic 
and  the  United  States  signed  on  April 
1,  1953,  no  German  dollar  bond  subject 
to  the  validation  laws  of  the  Federal 
Republic  is  enforceable  unless  and  until 
it  has  been  validated. 

In  addition  to  the  problem  of  valida¬ 
tion,  the  Commission  has  been  concerned 
with  obtaining  for  investors  recent  in¬ 
formation  about  the  various  issuers  of 
German  dollar  securities.  Such  infor¬ 
mation  is  considered  desirable  in  connec¬ 
tion  with  the  resumption  of  trading  in 
such  securities.  In  November  1952  the 
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Commission  initiated  steps  through  the 
Government  of  the  Federal  Republic 
l(x>king  to  the  furnishing  of  current  in¬ 
formation  by  the  German  issuers.  Such 
information  about  the  Federal  Republic 
is  now  available  in  a  circular  dated  Oc¬ 
tober  6,  1953,  which  relates  to  the  ex¬ 
change  offer  which  it  is  now  making. 
Copies  of  the  circular  may  be  obtained 
from  the  exchange  agents :  J.  P.  Morgan 
&  Co.  Incorporated,  23  Wall  Street.  New 
York  8,  New  York  and  Dillon,  Read  k 
Co.,  48  Wall  Street,  New  York  5,  New 
York.  Since  information  about  the  other 
German  issuers  had  not  been  furnished, 
the  Commission  in  November  1953,  after 
consultation  with  the  Department  of 
State,  sent  direct  requests  to  sixty-three 
issuers  of  German  dollar  obligations,  and 
again  requested  the  assistance  of  the 
Government  of  the  Federal  Republic.  As 
a  result  of  such  efforts,  thirteen  German 
issuers*  have  transmitted  to  the  Com¬ 
mission  copies  (in  the  German  language) 
of  their  annual  reports,  but  the  remain¬ 
ing  fifty  issuers  have  so  far  failed  to  send 
information.  The  annual  reports  on 
hand  are  available  for  public  inspection 
in  the  Commission’s  Washington  office, 
and  where  sufficient  copies  have  been  re¬ 
ceived.  are  also  available  for  public  in¬ 
spection  at  the  Commission’s  regional 
offices  in  New  York,  Chiimgo  and  San 
Francisco.  Reports  received  from  other 
German  issuers  will  likewise  be  made 
available  for  public  inspection  as  rapidly 
as  they  are  received. 

On  November  20,  1953,  the  Securities 
and  Exchange  Commission  announced 
that  it  had  under  consideration  a  pro¬ 


geny  of  Cologne;  C?lty  of  Frankfurt  am 
Main;  City  of  Munich;  Dortmunder  Stadt- 
werke  A.  G.  (Dortmund  Municipal  Utilities): 
Electrowerke  A.  G.  zu  Berlin  (Electric  Power 
Corporation  of  Berlin);  Ehiergle-Versorgung 
Schwaben  A.  G.  (Consolidated  Hydro-Elec¬ 
tric  Works  of  Upper  Wurttemberg);  Feld- 
muehle  Papier  &  Zellstoffwerke,  A.  G.  (Feld- 
muehle  Pap>er  &  Cellulose  Works  Corp.): 
Hamburger  Hochbahn  A.  G.  (Hamburg  Ele¬ 
vated,  Underground  &  Street  Railways  Co.): 
Hamburglsche  Electricitaets-Werke  A.  0. 
(Hamburg  Hectrlc  Company  and  Unterelbe 
Power  &  Light  Co.);  Rudolph  Karstadt  A.  O'. 
Rhein-Main-Donau  A,  G.  (Rhine-Main- 
Danube  Corporation);  Ehaergie-Versorgung 
Ostbayern  A.  G.  (Oberpfalz  Electric  Power 
Corporation ) ;  Harpener  Bergbau — A.  0- 
(Harpea  Mining  Corp.). 
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posal  to  adopt  a  rule  under  section  15 
(c)  <2)  of  the  Securities  Exchange  Act 
of  1934  to  prohibit  brokers  and  dealers 
from  trading  in  the  over-the-counter 
market  in  German  securities  which  are 
required  to  be  and  have  not  been  vali¬ 
dated  pursuant  to  the  validation  laws  of 
the  Federal  Republic  of  Germany.  The 
Commission  has  considered  all  of  the 
comments  and  suggestions  received  and 
has  adopted  §  240.15c2-3  (Rule  X- 
15C2-3)  in  the  form  stated  below. 

This  new  rule  makes  it  a  “fraudulent, 
deceptive  or  manipulative  act  or  prac¬ 
tice”,  as  used  in  section  15  (c)  (2)  of  the 
act,  for  any  broker  or  dealer  to  effect 
any  transaction  in,  or  to  induce  the  pur¬ 
chase  or  sale  of,  any  German  security 
required  to  be  validated  under  appli¬ 
cable  validation  laws  of  the  Federal  Re¬ 
public  of  Germany  unless  it  has  been 
duly  validated.  If  such  security  is  a 
dollar  security,  it  must  have  attached 
to  it  a  document  of  the  Validation  Board 
for  German  Dollar  Bonds  certifying  to 
the  validation  of  such  security.  The 
Commission  has  been  informed  by  rep¬ 
resentatives  of  the  various  exchanges 
upon  which  German  securities  have  been 
traded  that  securities  which  have  not 
been  validated  will  not  be  considered 
‘‘good  delivery”  against  sales  made  on 
these  exchanges. 

The  Commission  has  been  Informed 
that,  where  the  authenticity  of  an  out¬ 
standing  dollar  security  has  been  estab¬ 
lished,  the  Validation  Board  will  attach 
to  each  such  dollar  security  a  document 
certifying  to  its  validation.  Conse¬ 
quently,  §  240.15c2-3  provides  that  a 
German  dollar  security  required  to  be 
validated  cannot  be  traded  unless  this 
document  is  attached  to  it.  Since  the 
Commission  has  no  assurance  that  a  val¬ 
idated  security  other  than  a  dollar  secu- 
ity  will  have  any  document  certifying  to 
its  validation  attached  to  it,  a  broker 
or  dealer  proposing  to  effect  a  transac¬ 
tion  in  such  a  security  will  have  to  be 
certain  that  it  has  been  duly  validated; 
if  he  should  effect  a  transaction  in  a 
security  not  validated  as  required  he 
would  be  violating  §  240.15c2-3  if  the 
mails  or  other  jurisdictional  elements  are 
involved. 

Persons  wishing  information  regard¬ 
ing  the  validation  of  German  dollar  se¬ 
curities  should  communicate  with  the 
Validation  Board  for  German  Dollar 
Bonds,  30  Broad  Street,  New  York  4,  New 
York.  Information  concerning  the  val¬ 
idation  of  securities  other  than  dollar  se¬ 
curities  may  be  obtained  from  the 
Foreign  Representative  of  the  German 
Federal  Republic,  30  Broad  Street,  New 
York  4,  New  York. 

In  view  of  the  above,  the  Commission 
feels  that  it  is  appropriate  to  withdraw 
its  request  that  brokers  and  dealers  re¬ 
frain  from  effecting  transactions  in  West 
German  securities  to  the  extent  that 
such  trading  is  not  prohibited  under  the 
provisions  of  its  new  Rule  X-15C2-3. 
Tbe  Commission’s  action,  of  course, 
should  not  be  construed  to  mean  that  it 
has  in  any  way  passed  upon  the  merits 
of  any  of  the  securities  which  are  per- 
mitted  to  be  traded. 


The  Commission  has  no  information 
when  validation  procedures  will  be  es¬ 
tablished  for  dollar  securities  of  issuers 
in  that  part  of  Germany  under  the  con¬ 
trol  of  the  Soviet  or  Polish  Governments. 
Therefore,  the  Commission,  after  con¬ 
sultation  with  the  Department  of  State, 
requests  that  brokers  and  dealers  con¬ 
tinue  to  abstain  from  any  activities 
which  would  tend  to  create  a  public 
market  in  these  securities.  While  the 
Commission  has  been  advised  that  ne¬ 
gotiations  are  under  way  to  establish 
validation  procedures  for  Austrian  dollar 
securities,  the  Commission  requests  that 
the  securities  industry  also  refrain  from 
trading  these  securities  until  further  no¬ 
tice  after  the  establishment  of  validation 
procedures.  The  Commission  is  not  in 
possession  of  any  information  which  it 
feels  would  justify  it  in  withdrawing  its 
earlier  request  that  brokers  and  dealers 
refrain  from  trading  in  securities  issued 
by  Bulgaria,  Hungary,  and  Roumania, 
and  by  issuers  in  any  of  these  countries. 

Statutory  basis.  Section  240.15c2-3 
(Rule  X-15C2-3)  is  adopted  pursuant  to 
the  provisions  of  the  Securities  Exchange 
Act  of  1934,  particularly  sections  15  (c) 
(2)  and  23  (a)  thereof,  the  Commission 
deeming  such  action  necessary  and  ap¬ 
propriate  in  the  public  interest  and  for 
the  protection  of  investoi*s,  and  neces¬ 
sary  for  the  execution  of  the  functions 
vested  in  it  under  the  act.  In  accordance 
with  the  provisions  of  section  4  (c)  of  the 
Administrative  Procedure  Act,  the  Com¬ 
mission  finds  that  there  is  good  cause  for 
making  this  rule  effective  before  the  ex¬ 
piration  of  thirty  days  after  its  publica¬ 
tion  because  brokers  and  dealers  subject 
to  the  rule  have  been  refraining  from  ef¬ 
fecting  transactions  in  the  securities 
covered  by  the  rule  at  the  request  of  the 
Commission,  and  it  is  necessary  in  the 
public  interest  and  for  the  protection  of 
investors  that  the  rule  be  made  effective 
before  the  expiration  of  said  thirty -day 
period. 

§  240.15c2-3  Prohibiting  trading  in 
German  securities  unless  validated. 
The  term  “fraudulent,  deceptive,  or 
manipulative  act  or  practice,”  as  used  in 
section  15  (c)  (2)  of  the  act,  is  hereby 
defined  to  include  any  act  of  any  broker 
or  dealer  designed  to  effect  any  transac¬ 
tion  in,  or  to  induce  or  attempt  to  induce 
the  purchase  or  sale  of,  any  security  re¬ 
quired  to  be  validated  under  any  appli¬ 
cable  validation  law  of  the  Federal  Re¬ 
public  of  Germany  unless  (a)  such  secu¬ 
rity  has  been  duly  validated,  and  (b)  if 
such  security  is  a  dollar  security,  there  is 
attached  a  document  of  the  Validation 
Board  for  German  Dollar  Bonds  certify¬ 
ing  to  the  validation  of  such  security. 

The  foregoing  shall  become  effective 
January  12,  1954. 

(Sec.  23,  48  Stat.  901,  as  amended;  15  U.  S.  C. 
78w) 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary. 

Januart  8,  1954. 

IP.  B.  Doc.  54-348;  Piled,  Jan.  18.  1954; 

8:49  a.  m.] 
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TITLE  21~FOOD  AND  DRUGS 

Chapter  I — Food  and  Drug  Admin¬ 
istration,  Department  of  Health, 
Education,  and  Welfare 

Part  141 — ^Tests  and  Methods  of  Assay 
FOR  Antibotic  and  Antibiotic-Con- 
TAiNiNG  Drugs 

Part  146 — CTERTiFTcATroN  of  Batches  op 
Antibiotic  and  Antibiotic-Containing 
Drugs 

penicillin-streptomycin  (dihydro-' 
streptomycin)  powder 

By  virtue  of  the  authority  vested  in 
the  Secretary  by  the  provisions  of  the 
Federal  Pood,  Drug,  and  Cosmetic  Act 
(sec.  507,  59  Stat.  463,  as  amended  by 
61  Stat.  11.  63  Stat.  409,  67  Stat.  389; 
sec.  701,  52  Stat.  1055;  21  U.  S.  C.  357, 
371;  61  Stat.  18),  the  regulations  for 
tests  and  methods  of  assay  for  anti- 
biotic  and  antibiotic-containing  drugs 
(21  C!FR,  1952  Si’pp.,  Part  141)  and 
certification  of  batches  of  antibiotic  and 
antibiotic-containing  drugs  (21  CFR, 
1952  Supp.,  Part  146)  are  amended  by 
adding  the  following  new  sections; 


§  141.71  Penicillin-strevtomycin  pow» 
der,  penicillin-dihydrostreptomycin  pow¬ 
der — (a)  Potency — (1)  Penicillin  con¬ 
tent.  Use  an  accurately  weighed  sample 
of  approximately  1  gram  and  proceed  as 
directed  in  §  141.1,  except  paragraph  (i)i 
of  that  section.  The  penicillin  content 
of  the  powder  is  satisfactory  if  it  con¬ 
tains  not  less  than  85  percent  of  the 
number  of  units  that  it  is  represented 
to  contain. 

(2)  Streptomycin  content.  Use  an  ac¬ 
curately  weighed  sample  of  approxi¬ 
mately  1  gram  and  proceed  as  directed 
in  5  141.36  (a)  (2).  The  streptomycin 
content  of  the  powder  is  satisfactory  if 
it  contains  not  less  than  85  percent  of 
the  number  of  milligrams  of  activity 
that  it  is  represented  to  contain. 

(3)  Dihydrostreptomycin  content. 
Use  an  accurately  weighed  sample  of 
approximately  1  gram  and  proceed  as  di¬ 
rected  in  §  141.36  (a)  (3).  The  dihydro¬ 
streptomycin  content  of  the  powder  is 
satisfactory  if  it  contains  not  less  than 
85  percent  of  the  number  of  milligrams 
of  activity  that  it  is  represented  to 
contain. 

(b)  Moisture.  Proceed  as  directed  in 
§  141.5  (a). 

§  146.93  Penicillin-streptomycin  pow¬ 
der,  penicillin-dihydrostreptomycin  pow¬ 
der.  Penicillin-streptomycin  powder  and 
penicillin-dihydrostreptomycin  powder 
conform  to  all  the  requirements  and  are 
subject  to  all  procedures  prescribed  by 
§  146.88  for  penicillin-streptomycin  tab¬ 
lets  and  penicillin-dihydrostreptomycin 
tablets,  except  that: 

(a)  Each  gram  contains  not  less  than 
100,000  units  of  penicillin  and  not  less 
than  10  milligrams  of  streptomycin  or 
dihydrostreptomycin. 

(b)  In  lieu  of  the  labeling  prescribed 

by  §  146.88  (a)  (2),  each  package  shall 
bear  on  the  outside  wrapper  or  con¬ 
tainer  and  the  immediate  container  the 
number  of  units  of  penicillin  and  the 
number  of  milligrams  of  streptomycin  or 
dihydrostreptomycin  in  each  gram  and 
the  statement  “Expiration  date _ 
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the  blank  being  filled  in' with  the  date 
which  is  12  months  after  the  month  dur¬ 
ing  which  the  batch  was  certified. 

(c>  In  lieu  of  the  minimum  number 
of  tablets  prescribed  by  S  146.88  (a)  (3), 
a  person  who  requests  certification  of  a 
batch  shall  submit  with  his  request  a 
sample  of  the  batch  consisting  of  1  im¬ 
mediate  container  for  each  5,000  im¬ 
mediate  containers  but  in  no  case  less 
than  6  or  more  than  12  immediate  con¬ 
tainers.  Such  sample  shall  be  collected 
by  taking  single  immediate  containers 
at  such  intervals  throughout  the  entire 
time  of  packaging  the  batch  that  the 
quantities  packaged  during  the  intervals 
are  approximately  equal. 

(d)  The  fee  for  the  services  rendered 
with  respect  to  each  immediate  con¬ 
tainer  in  the  sample  submitted  in  ac¬ 
cordance  with  the  requirements  pre¬ 
scribed  by  paragraph  (c)  of  this  section 
shall  be  $4.00. 

(Sec.  701,  52  Stat.  1055;  21  U.  S.  C.  371. 
Interpret  or  apply  sec.  507,  59  Stat.  463,  as 
amended;  21  U.  S.  C.  357) 

Notice  and  public  procedure  are  not 
necessary  prerequisites  to  the  promulga¬ 
tion  of  this  order,  and  I  so  find,  since  it 
was  drawn  in  collaboration  with  inter¬ 
ested  members  of  the  affected  industry 
and  since  it  would  be  against  public  in¬ 
terest  to  delay  providing  for  the  sunend- 
ments  set  forth  above. 

This  order  shall  becwne  effective  upon 
publication  in  the  Federal  Register. 
since  both  the  public  and  the  affected  in¬ 
dustry  will  benefit  by  the  earliest  effec¬ 
tive  date,  and  I  so  find. 

Dated:  January  13,  1954. 

[seal]  Oveta  Culp  Hobbt, 

Secretary. 

[P.  R.  Doc.  54-340;  Filed,  Jan.  18,  1954; 

8:47  s.  m.] 


TITLE  39— POSTAL  SERVICE 

Chapter  I — Post  Office  Department 
Part  36 — Unicailable  Matter 

OBSCENE  matter;  USE  OF  MAILS,  MONEY 
ORDERS,  OR  POSTAL  NOTES 

In  Part  36 — Unmailable  Matter,  insert 
between  §  36.2  Obscene  matter  unmail¬ 
able ;  scope  and  penalty  and  §  36.3  Threat 
to  harm  the  President  new  §  36.2a  to  read 
as  follows: 

S  36.2a  Obscene  matter;  use  of  mails, 
money  orders,  or  postal  notes.  Upon 
evidence  satisfactory  to  the  Postmaster 
General  that  any  person,  firm,  corpora¬ 
tion,  company,  partnership,  or  associa¬ 
tion  is  obtaining,  or  attempting  to 
obtain,  remittances  of  money  or  prop¬ 
erty  of  any  kind  through  the  mails  for 
any  obscene,  lewd.  Isiscivious,  indecent, 
filthy,  or  vile  article,  matter,  thing,  de¬ 
vice.  or  substance,  or  is  depositing  or  is 
causing  to  be  deposited  in  the  United 
States  malls  information  as  to  where, 
how,  or  from  whom  the  same  may  be 
obtained,  the  Postmaster  General  may: 

(a)  Instruct  postmasters  at  any  post 
office  at  which  registered  letters  or  any 
other  letters  or  mail  matter  arrive 


directed  to  any  such  person,  firm,  cor¬ 
poration,  company,  partnership,  or 
association,  or  to  the  agent  or  repre¬ 
sentative  of  such  person,  firm,  corpora¬ 
tion,  company,  partnership,  or  associa¬ 
tion.  to  return  all  such  mail  matter  to 
the  postmaster  at  the  office  at  which  it 
was  originally  mailed,  with  the  word 
“Unlawful”  plainly  written  or  stamped 
upon  the  outside  thereof,  and  all  such 
mail  matter  so  returned  to  such  postmas¬ 
ters  shall  be  by  them  returned  to  the 
senders  thereof,  under  such  regulations 
as  the  Postmaster  General  may  pre¬ 
scribe;  and 

(b)  Forbid  the  payment  by  any 
postmaster  to  any  such  person,  firm, 
corporation,  company,  partnership,  or 
association,  or  to  the  agent  or  represen¬ 
tative  of  such  person.  Arm,  corporation, 
company,  partnership,  or  association,  of 
any  money  order  or  postal  note  drawn 
to  the  order  of  such  person,  firm,  corpo¬ 
ration,  company,  partnership,  or  associa¬ 
tion,  or  to  the  agent  or  representative  of 
such  person,  firm,  corporation,  company, 
partnership,  or  association,  and  the 
Postmaster  General  may  provide  by 
regulation  for  the  return  to  the  remitters 
of  the  sums  named  in  such  money  orders 
or  postal  notes. 

(R.  8.  161.  396.  secs.  304,  309,  42  Stat.  24.  25, 
64  Stat.  451;  5  U.  S.  C.  22.  369,  39  U.  8.  C. 
259a) 

[SEAL]  Louis  J.  Doyle, 

Acting  Solicitor. 

[F.  R.  Doc.  54-328;  Filed,  Jan.  18,  1954; 

8:45  a.  m.] 


Part  127 — International  Postal  Service: 

Postage  Rates,  Service  Available,  and 

Instructions  for  Mailing 

MISCELLANEOUS  AMENDMENTS 

In  Part  127 — ^International  Postal 
Service:  Postage  Rates.  Service  Avail¬ 
able.  and  Instructions  for  Mailing,  39 
CTR  Part  127,  make  the  following 
changes: 

a.  In  S  127.14  International  reply  cou¬ 
pons  amend  paragraph  (a)  by  striking 
out  the  words  “except  Korea,”  appearing 
in  the  second  sentence. 

b.  In  §  127.294  Libya  (United  Kingdom 
of).  (Tripolitania  and  Cyrenaica)  amend 
the  table  of  rates  in  subdivision  (i)  of 
paragraph  (b)  (1)  to  read  as  follows: 


Pounds 

Rate 

Pounds 

Rate 

1 . 

.  80.68 

12_ . 

.  83.47 

2._ . 

.90 

13 . 

.  3. 69 

3 . 

-  1. 17 

14 . 

-  3.91 

4 . 

.  1.39 

15 . 

.  4.  13 

5 . 

-  1.61 

16 . . 

-  4.35 

6 . 

-  1.83 

17 . 

_  4. 57 

7 . 

.  2.05 

18 . 

-  4.79 

8 . 

.  2.33 

19 . 

.  5.01 

9_ . 

.  2.55 

20 _ 

.  5.23 

10 . 

«  2.77 

21 _ 

.  5.45 

11 . 

.  2.99 

22 . 

-  6.67 

(R.  8.  161,  396.  398;  secs.  304,  309,  42  Stat.  24. 
25.  48  Stat.  943;  5  U.  8.  C.  22,  369,  372) 

[SEAL]  Louis  J.  Doyle, 

Acting  Solicitor. 

[F.  R.  Doc.  54-331;  Filed,  Jan.  18,  1954; 
8:46  a.  m  ] 


Part  127 — International  Postal  Service: 

Postage  Rates,  Service  Available,  and 

Instructions  for  Mailing 

miscellaneous  amendments 

In  Part  127 — International  Postal 
Service:  Postage  Rates,  Service  Avail¬ 
able,  and  Instructions  for  Mailing,  39 
CFR  Part  127,  make  the  following 
changes: 

a.  In  §  127.81  Certificates  of  mailing 
amend  paragraph  (a)  by  striking  out  “1 
cent”  and  inserting  in  lieu  thereof  “3 
cents.” 

The  foregoing  amendment  is  effective 
February  1,  1954. 

b.  In  §  127.159  Special  provisions  ap¬ 
plicable  to  ordinary  America- Spanish 
parcel  post  amend  paragraph  (b)  by 
striking  out  “1  cent”  and  inserting  in 
lieu  thereof  “3  cents.” 

The  foregoing  amendment  is  effective 
February  1.  1954. 

c.  In  §  127.345  Salvador  (El)  amend 
the  table  of  rates  in  subdivision  (i)  of 
paragraph  (b)  (1)  to  read  as  follows: 


Pounds: 

Rate 

Pounds: 

Rate 

1 . 

81. 19 

23 . 

.  87.17 

2 . . 

1.41 

24 _ 

-  7.39 

3 . 

1.72 

25 . 

_  7.61 

4 _ 

1.94 

26 . 

_  7.83 

6 . 

2. 16 

27 . . 

.  8.05 

a 

2.  38 

M  _ 

.  8. 27 

7  __ 

2.  60 

2Q  _ 

.  8.49 

8 _ 

2.89 

30 . 

.  8.71 

9 . 

3.  11 

31 . 

.  8.93 

10 _ _ 

3.33 

32 . 

.  9. 15 

11 . . 

3.55 

33 . 

,  9.37 

12 . . 

4.  10 

34 _ 

.  9.93 

13 _ 

4.  32 

35 . 

_  10.14 

14 . 

4.  54 

36 . 

.  10.36 

15 . 

4.  76 

37 . 

.  10.58 

16 . 

4.  98 

38 . 

.  10.80 

17 . 

5.  20 

39 . 

_  11.03 

18 . 

5.  42 

40 _ 

.  11.24 

19 . 

5.64 

41 . 

.  11.46 

20 . 

5.  86 

42 . 

.  11.68 

21 . 

6.  08 

43 . . 

.  11.90 

22 _ 

6.30 

44 . . 

.  12.13 

(R.  8.  161,  396,  398,  secs.  304,  309,  42  Stat.  24, 
25,  48  Stat.  943;  5  U.  8.  C.  22.  369,  372) 


[SEAL]  Louts  J.  Doyle, 

Acting  Solicitor. 

(F.  R.  Doc.  54-329;  Filed,  Jan.  18,  1954; 
8:45  a.  m.J 


Part  127 — International  Postal  Service: 

Postage  Rates,  Service  Available,  and 

Instructions  for  Mailing 

international  c.  o.  d.  service  available 

In  §  127.149  Service  available  make 
the  following  changes: 

1.  Rescind  present  paragraph  (a>. 

2.  Redesignate  paragraph  (b)  as  para¬ 
graph  (a)  and  amend  same  to  read  as 
follows: 

(a)  The  c.  o.  d.  service  to  Colombia  is 
temporarily  suspended.  The  c.  o.  d.  serv¬ 
ice  from  Colombia  applies  to  insured 
parcel  post  packages  only. 

3.  Rescind  paragraph  (c). 

The  foregoing  amendments  are  effec¬ 
tive  February  1,  1954. 

(R.  8.  161,  396.  398:  secs.  304.  309,  42  Stat.  34, 
25,  48  Stat.  943;  5  U.  8.  C.  22,  369,  372) 

[seal]  Louis  J.  Doyle, 

Acting  Solicitor. 

[P.  R.  Doc.  54-330;  FUed,  Jan.  18,  1954; 

8:45  a.  m.] 
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TITLE  6--AGRICULTURAL  CREDIT 

Chapter  V — Agricultural  Marketing 
Service,  Department  of  Agriculture 

(Arndt.  2] 

Part  517 — ^Fruits  aub  Berries,  Fresh 

Subpart — Orange  and  Orapefrutt  Export 
Payment  Program  UMX  135a  (Fiscal 
Year  1954) 

ELIGIBLE  COUNTRIES 

1.  Chapter  V  of  Title  6  is  hereby  di¬ 
vided  into  two  subchapters,  as  follows: 

Subchapter  A — ^Reserved. 

Subchapter  B — Export  and  Domestic 
Consumption  Programs  (This  subchap¬ 
ter  includes  Parts  500-599). 

2.  Part  517  of  Subchapter  B  of  Chap¬ 
ter  V  is  hereby  amended  as  follows: 

Section  517.421  is  hereby  amended  to 
read  as  follows: 

S  517.421  Eligible  Countries.  An  eli¬ 
gible  country  is  any  country  or  area  spe¬ 
cifically  named  in  this  section. 

Austria.  Iceland. 

Belgium.  Ireland. 

Denmark.  Luxembourg. 

Finland.  Netherlands,  The. 

Prance.  Norway. 

Germany.  Federal  Sweden. 

Republic  of.  «  Switzerland. 

Greenland.  United  Kingdom. 

(Sec.  32,  49  Stat.  774,  as  amended;  7  U.  S.  C. 
612c) 

Effective  date.  This  amendment  shall 
become  effective  at  12:01  a.  m.,  e.  s.  t., 
January  18.  1954. 

Dated  this  13th  day  of  January  1954. 

[seal]  S.  R.  Smith, 

Authorized  Representative  of 
the  Secretary  of  Agriculture. 

(F.  R.  Doc.  54-350;  Piled,  Jan.  18,  1954; 
8:49  a.  m.] 


TITLE  7— AGRICULTURE 

Chapter  I — Agricultural  Marketing 
Service  (Standards,  Inspections, 
Marketing  Practices),  Department 
of  Agriculture 

Subchapter  C — Regulations  and  Standards  Under 
the  Farm  Products  Inspection  Act 


RULES  AND  REGULATIONS 

authority  vested  in  me  by  the  Secretary 
of  Agriculture,  the  United  States  Stand¬ 
ards  for  Grades  of  Canned  Grapefruit 
(7  CFR  Part  52;  18  F.  R.  7987)  are 
amended  as  hereinafter  set  forth. 

The  amendment  provides  a  minimum 
drained  weight  for  U.  S.  Grade  A  (or 
U.  S.  Fancy)  of  not  less  than  58  percent 
of  the  capacity  of  the  container,  regard¬ 
less  of  container  size. 

It  is  hereby  found  that  it  is  impracti¬ 
cal.  unnecessary,  and  contrary  to  the 
public  interest  to  engage  in  rule  making 
procedures  and  to  postpone  the  effective 
date  of  this  amendment  for  30  days  after 
I  publication  in  the  Federal  Register  for 
the  reasons  that: 

(1) -  The  packing  season  for  canned 
grapefruit  is  now  in  progress; 

(2)  New  methods  of  processing  to  at¬ 
tain  better  quality  packs  in  some  respects 
result  in  slightly  lower  drained  weights 
than  had  heretofore  been  accomplished ; 

(3)  An  emergency  exists  in  this  re¬ 
spect,  retarding  the  proper  marketing  of 
canned  grapefruit  in  larger-sized  con¬ 
tainers:  and 

(4)  Additional  time  is  not  required  in 
order  for  the  industry  to  make  prepara¬ 
tion  for  compliance  with  this  amend¬ 
ment. 

The  following  amendment  is  promul¬ 
gated  to  become  effective  upon  publica¬ 
tion  in  the  Federal  Register: 

1.  Footnote  1  to  the  subpart  title  is 
amended  by  deleting  the  period  and  add¬ 
ing  the  following:  "or  with  applicable 
state  laws  and  requirements." 

2.  Paragraph  (a)  of  S  52.1142  is 
amended  to  read: 

S  52.1142  Grades  of  canned  grape¬ 
fruit.  (a)  “U.  S.  Grade  A"  or  "U.  S. 
Fancy”  is  the  quality  of  canned  grape¬ 
fruit  that  possesses  a  drained  weight 
or  average  drained  weight,  as  the  case 
may  be,  of  not  less  than  58  percent  of 
the  capacity  of  the  container;  that  con¬ 
sists  of  not  less  than  75  percent  by  weight 
of  the  drained  grapefruit  which  is  in 
whole  segments  or  almost  whole  seg¬ 
ments;  that  possesses  a  good  color;  that 
is  practically  free  from  defects;  that  pos¬ 
sesses  a  good  character;  that  possesses 
a  good  flavor  and  odor;  and  that  scores 
not  less  than  90  points  when  scored  in 


accordance  with  the  scoring  system  out¬ 
lined  in  this  subpart. 

•  •  .  *  •  * 

3.  Paragraphs  (b)  and  (c)  of  §  52.1147 
are  amended  to  read: 

S  52.1147  Drained  weight — •  •  • 

(b)  (A)  classification.  Canned  grape¬ 
fruit  that  possesses  a  drained  weight  of 
not  less  than  58  percent  of  the  capacity 
of  the  container  may  be  given  a  score  of 
18  to  20  points  for  the  respective  con¬ 
tainers  as  outlined  in  Table  I  and  Table 
II.  Whenever  more  than  1  container  of 
the  product  is  being  graded,  the  score 
for  the  drained  weight  of  each  container 
is  determined  by  averaging  the  drained 
weights  of  the  containers.  If  the  average 
drained  weight  indicates  a  score  of  18  to 
20  points  (in  accordance  with  Table  I 
or  II)  such  score  will  be  assigned  to  each 
container:  Provided,  That  the  drained 
weight  of  no  individual  container  indi¬ 
cates  a  score  of  less  than  16  points. 
However,  if  any  individual  container 
scores  less  than  16  points,  each  container 
will  be  assigned  the  score  for  its  own 
drained  weight. 

(c)  (B)  classification.  If  the  drained 
weight  of  the  canned  grapefruit  is  less 
than  58  percent  of  the  capacity  of  the 
container,  but  is  not  less  than  55  percent 
of  the  capacity  of  the  container,  a  score 
of  16  or  17  points  may  be  given  for  the 
respective  containers  as  outlined  in  Table 
I  or  II.  Whenever  more  than  1  container 
of  the  product  is  being  graded,  the  score 
for  the  drained  weight  of  each  container 
is  determined  by  averaging  the  drained 
weights  of  the  containers.  If  the  average 
drained  weight  indicates  a  score  of  16 
or  17  points  (in  accordance  with  Table 
I  or  II)  such  score  will  be  assigned  to 
each  container:  Provided,  That  the 
drained  weight  of  no  individual  con¬ 
tainer  indicates  a  score  of  less  than  14 
points.  However,  if  any  individual  con¬ 
tainer  scores  less  than  14  points,  each 
container  will  be  assigned  the  score  for 
its  own  drained  weight.  Canned  grape¬ 
fruit  that  falls  into  this  classification 
shall  not  be  graded  above  U.  S.  Grade 
B  or  U.  S.  Choice,  regardless  of  the  total 
score  for  the  product  (this  is  a  limiting 
rule). 

4.  Table  II  is  amended  in  its  entirety 
to  read: 


Part  52 — Processed  Fruits  and  Vege¬ 
tables,  Processed  Products  Thereof, 
AND  Certain  Other  Processed  Food 
Products 

Subpart — United  States  Standards  for 
Grades  of  Canned  Grapefruit* 

MISCELLANEOUS  AMENDMENTS 

Pursuant  to  the  Agricultural  Market¬ 
ing  Act  of  1946  (60  Stat.  1087;  7  U.  S.  C. 
1621  et  seq.)  and  the  Department  of 
Agriculture  Appropriation  Act,  1954 
(Pub.  Law  156,  83rd.  Cong.,  approved 
July  28.  1953)  and  by  virtue  of  the 


Table  II — Score  fob  Drained  Weiohts  or  Canned  Orapefriht 


» The  requirements  of  these  standards  shall 
not  excuse  failure  to  comply  with  the  pro¬ 
visions  of  the  Federal  Food,  Drug,  and  Cos¬ 
metic  Act  or  with  applicable  state  laws  and 
requirements. 


Orade  classifies- 
Uoa 

8core  points 

Percentage  that 
drained  weight 
Ls  of  capacity  of 
container 

Drained  weight  on  basis  of  container  designation  and  siM 

No.  2  (VU  X  491« 
inches) 

No.  3  cylinder 
(4)1  s  X  7  inches) 

No.  5  (5*i*  X  5‘91l 
inches) 

U.  8.  Orsde  A _ 

(30  _ 

61  percent  or  more. 
59)4  percent  to  61 

Ounceff 

Ouncet 

Ouncet 

36.06  or  more. 

35.17  to  36.05  inclu- 

1» . 

12.20  to  12.50  inclu- 

30.74  to  31.50  inclu- 

U.  8.  Fancy...... 

i« _ 

percent. 

58  percent  to  59)4 
percent. 

sive. 

11.89  to  12.19  inclu¬ 
sive. 

sive. 

29.96  to  30.73  inclu¬ 
sive. 

sive. 

34.28  to  35.16  inclu¬ 
sive. 

U.  8.  Grade  B.... 
or 

17 _ _ 

56)4  percent  to  58 

11.59  to  11.88  inclu- 

29.19  to  29.05  inclu- 

33.40  to  34.27  inclu- 

U.  8.  Choice..... 

16 . 

percent. 

sive. 

sive. 

sive. 

or 

55  percent  to  56)4 

11.28  to  11.68  inclu- 

28.41  to  29. 18  inclu- 

32.51  to  33.39  inclu- 

U.  8.  Broken . 

percent. 

sive. 

sive. 

sive. 

15 _ 

52)4  percent  to  55 

10.77  to  11.27  inclu- 

27.12  to  28.40  inclu- 

31.03  to  32.50  inclu- 

8ub8taadard 

14 - 

f)ercent. 

60  percent  to  62)4 

sive. 

10.25  to  10.76  inclu- 

sive. 

25.83  to  27.11  inclu- 

sive. 

29.55  to  31.02  inclu- 

.13  or  less.... 

t>eroent. 

than  50  per¬ 
cent. 

sive. 

Less  than  foregoing 

Sive. 

drained  weights. 

sive. 

FEDERAL  REGISTER 


325 


Tuesday,  January  19,  1954 

(Sec  206.  60  Stat.  1090,  Pub.  Law  156,  83<1 
Cong.;  7  U.  S.  C.  1624) 

Done  at  Washington,  D.  C.,  this  13th 
day  of  January  1954. 

[seal]  Roy  W.  Lennartson, 

Deputy  Administrator, 
Agricultural  Marketing  Service. 

IP.  R.  Doc.  64-349:  Piled.  Jan.  18.  1954; 
8:49  a.  m.] 


Chapter  III — Agricultural  Research 
Service,  Department  of  Agriculture 
[D.  P.  Q.  1] 

Part  301— Domestic  Quarantine  Notices 
Subpart — Pink  Bollworm 

ADMINISTRATIVE  INSTRUCTIONS  AUTHORIZING 
TREATMENT  OF-  GIN  WASTE  FOR  MOVEMENT 
FROM  UCHTLY  INFESTED  AREAS 

Pursuant  to  the  authority  conferred 
by  the  second  proviso  of  Pink  Bollworm 
Quarantine  No.  52  (7  CFR  301.52, 18  F.  R. 
6348),  issued  under  sections  8  and  9  of 
the  Plant  Quarantine  Act  of  August  20, 
1912,  as  amended  (7  U..S.  C.  161, 162)  and 
section  3  of  the  Insect  Pest  Act  of  March 
3.  1905  (7  U.  S.  C.  143),  the  Chief  of  the 
Plant  Pest  Control  Branch  hereby  issues 
administrative  instructions  to  appear  as 
§  301.52b  in  Title  7,  Code  of  Federal 
Regulations  (7  CFR  Supp.  301.52b)  as 
follows; 


§  301.52b  Administrative  instructions 
authorizing  movement  from  lightly  in¬ 
fested  areas  of  gin  waste  given  prescribed 
treatment,  (a)  Section  301.52-3  pro¬ 
hibits  the  movement  of  gin  waste  (all 
forms  of  unmanufactured  waste  cotton 
fiber,  including  gin  motes,  resulting  from 
the  ginning  of  seed  cotton)  from  the 
pink  bollworm  regulated  areas,  except  as 
authorized  in  §§  301.52-5  (b)  and  301.52- 
6  (b)  with  respect  to  baled  gin  waste  and 
§  301.52-14  with  respect  to  shipments  for 
scientific  purposes. 

(b)  The  Chief  of  the  Plant  Pest  Con¬ 
trol  Branch  hereby  finds  that  facts  exist 
as  to  the  pest  risk  involved  in  the  move¬ 
ment  of  gin  waste  to  which  §  301.52-3 
applies,  making  it  safe  to  modify  by  mak> 
ing  less  stringent  the  requirements  of 
S  301.52-3.  Hereafter,  in  addition  to 
movement  authorized  under  S§  301.52-5 
(b),  301.52-6  (b)  and  301.52-14,  gin 
waste  (including  burrs)  may  be  moved 
from  any  lightly  infested  pink  bollworm 
area  to  any  destination  under  certificate 
to  be  issued  when,  under  the  supervision 
of  an  inspector,  the  gin  waste  has  been 
ground  in  a  hammer  mill,  passed  through 
a  screen  of  no  greater  than  %-inch 
mesh,  then  bagged  in  clean,  porous  sacks 
(such  sacks  to  be  sewn  or  tied  to  prevent 
spillage),  and  fumigated  in  the  sacks 
with  methyl  bromide  in  an  approved 
manner,  and  the  gin  waste  has  been  sub¬ 
sequently  protected  from  contamination. 


•  The  purpose  of  these  instructions  is 
to  m^ke  less  stringent  the  requirements 
for  movement  of  gin  waste  from  the 
lightly  infested  areas  described  in  the 
regulations  under  the  Pink  Bollworm 
Quarantine,  since  it  has  been  determined 
that  the  pest  risk  involved  in  such  move¬ 
ment  does  not  require  the  continuation 
of  the  present  requirements.  In  order 
to  be  of  maximum  benefit  to  producers 
and  shippers  of  gin  waste  in  the  areas  in¬ 
volved,  the  instructions  should  be  made 
effective  as  soon  as  possible.  Accord¬ 
ingly,  under  section  4  of  the  Administra¬ 
tive  Procedure  Act  (5  U.  S.  C.  1003)  it  is 
found  upon  good  cause  that  notice  and 
other  public  procedure  concerning  these 
instructions  are  impracticable  and  un¬ 
necessary  and  since  the  instructions  re¬ 
lieve  restrictions  they  may  be  made 
effective  less  than  30  days  after  publica¬ 
tion  in  the  Federal  Register. 

(Secs.  1.  3.  33  Stat.  1269,  1270,  sec.  9.  37  Stat. 
318,  7  U.  S.  C.  141,  143,  162.  Interprets  or  ap¬ 
plies  sec.  8,  37  Stat.  318,  as  amended;  7  U.  S.  C. 
161) 

These  instructions  shall  become  effec¬ 
tive  Jan.  19,  1954. 

Done  at  Washington,  D.  C.,  this  11th 
day  of  January,  1954. 

[SEAL]  W.  L.  POPHAM, 

Chief,  Plant  Pest  Control  Branch. 

(F.  R.  Doc.  54-353;  Filed,  Jan.  18,  1954; 

8:49  a.  m.] 
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DEPARTMENT  OF  THE  TREASURY 
Internal  Revenue  Service 
[  26  CFR  Part  39  ] 

Income  Tax:  Taxable  Years  Beginning 
After  December  31,  1951 

NOTICE  OF  PROPOSED  RULE  MAKING 

Notice  is  hereby  given,  pursuant  to  the 
Administrative  Procedure  Act,  approved 
June  11,  1946,  that  the  regulations  set 
forth  in  tentative  form  below  are  pro¬ 
posed  to  be  prescribed  by  the  Commis¬ 
sioner  of  Internal  Revenue,  with  the  ap¬ 
proval  of  the  Secretary  of  the  Treasury. 
Prior  to  the  final  adoption  of  such  regu¬ 
lations,  consideration  will  be  given  to 
any  data,  views,  or  arguments  pertain¬ 
ing  thereto  which  are  submitted  in  writ¬ 
ing  in  duplicate  to  the  Commissioner  of 
Internal  Revenue,  Washington  25,  D,  C., 
within  the  period  of  30  days  from  the 
date  of  publication  of  this  notice  in  the 
Federal  Register.  The  proposed  regu¬ 
lations  are  to  be  issued  under  the  author¬ 
ity  contained  in  sections  62,  124B,  and 
3791  of  the  Internal  Revenue  Code  (53 
Stat.  32;  67  Stat.  620;  53  Stat.  467;  26 
U.  S.  C.  62,  124B,  3791). 

[seal]  T.  Coleman  Andrews, 

Commissioner  of  Internal  Revenue. 

In  order  to  conform  Regulations  118 
^26  CFr  Part  39)  to  section  206  of  the 
Technical  Changes  Act  of  1953,  approved 
August  15,  1953,  such  regulations  are 
hereby  amended  as  follows: 


Paragraph  1.  There  is  inserted  imme¬ 
diately  preceding  section  23  (u)  the 
following: 

Sec.  206.  Amortization  deduction  for 
CRAIN  storage  EACILITIES  (TECHNICAL  CHAN(US 
ACT  or  1953,  APPROVED  AUGUST  IS,  1953). 

•  •  •  •  • 

(b)  Technical  amendments.  (1)  Section 
23  (t)  Is  hereby  amended  to  read  as  follows: 

(t)  Amortization  deduction.  The  deduc¬ 
tion  for  amortization  provided  In  sections 
124,  124A,  and  124B. 

•  •  •  •  • 

(c)  Effective  date.  The  amendments  made 
by  subsections  (a)  and  (b)  shall  apply  only 
with  respect  to  taxable  years  ending  after, 
the  date  of  the  enactment  of  this  Act. 

Par.  2.  There  is  inserted  immediately 
following  §  39.124A  (i)-l  the  following: 

§  39.124B  Statutory  provisions;  amor¬ 
tization  deduction  for  grain  storage  fa¬ 
cilities;  allowance  of  deduction;  election 
of  amortization;  termination  of  amorti¬ 
zation;  definition  of  grain  storage  facil¬ 
ity;  determination  of  adjusted  basis. 

Sec.  206.  Amortization  deduction  for 

CRAIN  STORAGE  FACILITIES  (TECHNICAL  CHANGES 
ACT  or  1953,  APPROVED  AUGUST  IS,  1953). 

(a)  Allowance  of  deduction.  Supplement 
B  of  subchapter  C  of  chapter  1  Is  hereby 
amended  by  Inserting  after  section  124A  the 
following  new  section: 

Sec.  124B.  Amortization  deduction  for 
grain  storage  facilities — (a)  Allowance  of  de¬ 
duction — (1)  Original  owner.  Any  person 
who  constructs,  reconstructs,  or  erects  a 
grain  stirage  facility  (as  defined  In  subsec¬ 


tion  (d))  shall,  at  his  election,  be  entitled 
to  a  deduction  with  respect  to  the  amortiza¬ 
tion  of  the  adjusted  basis  (for  determining 
gain)  of  such  facility  based  on  a  period  of 
sixty  months.  The  sixty-month  period  shall 
begin  as  to  any  such  facility,  at  the  election 
of  the  taxpayer,  with  the  month  following 
the  month  In  which  the  facility  was  <x>m- 
pleted,  or  with  the  succeeding  taxable  year. 

(2)  Subsequent  owners.  Any  person  who 
acquires  a  grain  storage  facility  from  a  tax¬ 
payer  who — 

(A)  Elected  under  subsection  (b)  to  take 
the  amortization  deduction  provided  by  this 
subsection  with  respect  to  such  facility,  and 

(B)  Did  not  discontinue  the  amortization 
deduction  pursuant  to  subsection  (c)  shall, 
at  his  election,  be  entitled  to  a  deduction 
with  respect  to  the  adjusted  basis  (deter¬ 
mined  under  subsection  (e)  (2))  of  such 
facility  based  on  the  period.  If  any,  remain¬ 
ing  (at  the  time  of  acquisition)  In  the  sixty- 
month  period  elected  under  subsection  (b) 
by  the  person  who  constructed,  recon¬ 
structed,  or  erected  such  facility. 

(3)  Amount  of  deduction.  The  amortiza¬ 
tion  deduction  provided^ in  paragraphs  (1) 
and  (2)  shall  be  an  amount,  with  respect  to 
each  month  of  the  amortization  period 
within  the  taxable  year,  equal  to  the  ad¬ 
justed  basis  of  the  facility  at  the  end  of  such 
month,  divided  by  the  number  of  months 
(Including  the  month  for  which  the  deduc¬ 
tion  Is  computed)  remaining  In  the  period. 
Such  adjusted  basis  at  the  end  of  the  month 
shall  be  computed  without  regard  to  the 
amortization  deduction  for  such  month. 
The  amortization  deduction  above  provided 
with  respect  to  any  month  shall  be  In  lieu 
of  the  deduction  with  respect  to  such  facility 
for  such  month  provided  by  section  23  (1) 
(relating  to  exhaustion,  wear  and  tear,  and 
obsolescence). 
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(b)  Election  of  mmortUsation.  The  dec* 

tlon  of  the  taxpayer  under  eubsectlon  (a) 
41)  to  take  tbe  amortisation  deduction  and 
to  begin  tbc  alstj-month  period  wlUi  tbe 
month  following  the  month  in  which  the 
facility  was  completed  shall  be  made  only  by 
a  statement  to  that  effect  in  the  return  for 
the  taxable  year  in  which  the  facility  was 
completed.  The  election  of  the  taxpayer 
wnder  subsection  (a)  (1)  to  take  the 

amortisation  deduction  and  to  begin  such 
period  with  the  taxable  year  succeeding  such 
year  shall  be  made  only  by  a  statement  to 
that  effect  in  the  return  for  such  succeeding 
taxable  year.  The  election  of  the  taxpayer 
under  subsection  (a)  (2)  to  take  the 

amortisation  deduction  shall  be  made  only 
by  a  statement  to  that  effect  in  the  return 
for  the  taxable  year  in  which  the  facility  was 
acquired.  Notwithstanding  the  preceding 
three  sentences,  the  election  of  the  taxpayer 
under  subsection  (a)  (1)  or  (2)  may  be 
made,  under  such  regulations  as  the  Secre¬ 
tary  may  prescribe,  before  the  time  pre¬ 
scribed  in  the  applicable  sentence. 

(c)  Term ine turn  of  amortization  deduc¬ 
tion.  A  taxpayer  which  has  elected  under 
subsection  (b)  to  take  the  amortization  de¬ 
duction  provided  in  subsection  (a)  may,  at 
any  time  after  making  such  election,  dis- 
eontinue  the  amortization  deduction  with 
respect  to  the  remainder  of  the  amortization 
period,  such  discontinuance  to  begin  as  of 
the  beginning  of  any  month  specified  by  the 
taxpayer  in  a  notice  in  writing  filed  with  the 
Secretary  before  the  beginning  of  such 
month.  The  deduction  provided  under  sec¬ 
tion  23  (1)  shall  be  allowed,  beginning  with 
the  first  month  as  to  which  the  amortization 
deduction  is  not  applicable,  and  the  tax¬ 
payer  shall  not  be  entitled  to  any  further 
amortization  deduction  with  resp>ect  to  such 
facility. 

(d)  Definition  of  grain  storage  facility. 
Tor  the  purposes  of  this  section,  the  term 
‘'grain  storage  facility”  means — 

(1)  Any  corn  crib,  grain  bin,  or  grain 
elevator,  or  any  similar  structure  suitable 
primarily  for  the  storage  of  grain,  which  crib, 
bin,  elevator,  or  structure  is  intended  by  the 
taxpa3rer  at  the  time  of  his  election  to  be 
used  for  the  storage  of  grain  produced  by 
him  (or.  if  the  election  is  made  by  a  part¬ 
nership,  produced  by  the  members  thereof); 
and 

(2)  Any  public  grain  warehotise  perma¬ 
nently  equipped  for  receiving,  elevating,  con¬ 
ditioning,  and  loading  out  grain, 

the  construction,  reconstruction,  or  erection 
of  which  was  completed  after  December  31, 
1952,  and  on  or  before  December  31,  1956. 
If  any  structure  described  in  clause  (1)  or 
(2)  of  the  preceding  sentence  is  altered  or 
remodeled  so  as  to  increase  its  capacity  for 
the  storage  of  grain,  or  if  any  structure  is 
converted,  through  alteration  or  remodeling, 
into  a  structure  so  described,  and  if  such 
alteration  or  remodeling  was  completed  after 
December  31,  1952,  and  on  or  before  Decem¬ 
ber  31,  1956,  such  alteration  or  remodeling 
shall  be  treated  as  the  construction  of  a 
grain  storage  facility.  The  term  “grain 
storage  facility”  shall  include  only  property 
of  a  character  which  is  subject  to  the  allow¬ 
ance  for  depreciation  provided  in  section  23 
(1).  The  term  "grain  storage  facility”  shall 
not  Include  any  facility  any  part  of  which 
Is  an  emergency  facility  within  the  meaning 
of  section  124A. 

(e)  Determination  of  adjusted  basis — (1) 
Original  owners.  For  the  purpose  of  sub¬ 
section  (a)  (1) — 

(A)  In  determining  the  adjusted  basis  of 
any  grain  storage  facility,  the  construction, 
reconstruction,  or  erection  of  which  was 
begun  before  January  1,  1953,  there  shall  be 
included  only  so  much  of  the  amount  of  the 
adjusted  basis  (computed  without  regard 
to  this  subsection )  as  is  properly  attributable 
to  such  construction,  reconstruction,  or  erec¬ 
tion  after  December  31,  1952,  and 


(B)  Xn  determining  the  adjusted  basis  of 
any  facility  which  Is  a  grain  sUx'age  facility 
within  the  meaning  of  the  second  sentence 
of  subsection  <d),  there  shall  be  included 
only  so  much  of  the  amount  otherwise  in¬ 
cluded  In  such  basis  as  is  properly  attribut¬ 
able  to  the  alteration  or  remoldeling. 

If  any  existing  grain  storage  facility  as  de¬ 
fined  in  the  first  sentence  of  subsection  (d) 
is  altered  or  remodeled  u  provided  in  the 
second  sentence  of  subsection  (d),  the  ex¬ 
penditures  for  such  remodeling  or  alteration 
shall  not  be  applied  in  adjustment  of  the 
basis  of  such  existing  facility  but  a  separate 
basis  shall  be  computed  in  respect  of  such 
facility  as  if  the  part  altered  or  remodeled 
were  a  new  and  separate  grain  storage 
facility. 

(2)  Subsequent  owners.  For  the  purpose 
of  subsection  (a)  (2),  the  adjusted  basis 
o€  any  grain  storage  facility  shall  be  which¬ 
ever  of  the  following  amounts  is  the  smaller: 
(A)  The  basis  (unadjusted)  of  such  facility 
lor  the  purposes  of  this  section  in  the  hands 
of  the  transferor,  donor,  or  grantor,  adjusted 
as  If  such  facility  in  the  hands  of  the  tax¬ 
payer  had  a  substitute  basis  within  the 
meaning  of  section  113  (b)  (2)  (A),  or  (B)  so 
much  of  the  adjusted  basis  (for  determining 
gain)  of  the  facility  in  the  hands  of  the 
taxpayer  (as  computed  without  regard  to 
this  subsection)  as  is  properly  attrlbutalMe 
to  construction,  reconstruction,  c«  erection 
after  December  31,  1952. 

(f)  Depreciation  deduction.  If  the  ad¬ 
just^  basis  of  the  grain  storage  facility 
(computed  without  regard  to  subsection 
(e)>  exceeds  ttw  adjusted  basis  computed 
under  subsection  (e),  the  deduction  pro¬ 
vided  by  section  23  (1)  shall,  despite  the 
provisions  of  subsection  (a)  (3)  of  this 
section,  be  allowed  with  respect  to  such  grain 
storage  facility  as  if  the  adjusted  basis  foe 
the  purpose  of  such  deduction  were  an 
amotuit  equal  to  the  amount  of  such  excess. 

(g)  Life  tenant  and  remainderman.  In 
the  case  of  property  held  by  one  person 
for  life  with  remainder  to  another  person, 
the  amortization  deduction  provided  in  sub¬ 
section  (a)  shall  be  computed  as  if  the  life 
tenant  were  the  absolute  owner  of  the  prop¬ 
erty  and  shall  be  allowed  to  the  life  tenant. 

*  •  •  •  • 

(c)  Effective  date.  The  amendments  made 
by  subsections  (a)  and  (b)  shall  apply  only 
with  respect  to  taxable  years  ending  after 
the  date  of  the  enactment  of  this  Act. 

i  39.124B-1  Introductory — (a)  Gen¬ 
eral.  Sections  39.124B-2  to  39.124B-8, 
inclusive,  are  applicable  only  with  respect 
to  taxable  years  ending  after  August  15, 
1953  (the  date  of  the  enactment  of  the 
Technical  Changes  Act  of  1953).  These 
sections  comprise  the  regulations  under 
section  124B  of  the  Internal  Revenue 
Code,  relating  to  the  amortization  of 
grain  storage  facilities.  These  regula¬ 
tions  are  to  be  distinguished  from  the 
regulations  under  section  124 A  of  the 
Code  (§*  39.124A  (a)  to  39.124A  (i)-l, 
inclusive)  relating  to  amortization  of 
emergency  facilities. 

<b)  General  scope  of  section  124B. 
Section  124B  of  the  Code  provides  for  the 
amortization  of  grain  storage  facilities, 
as  defined  therein,  over  a  period  of  60 
months.  The  amortization  deduction  is 
allowable  at  the  election  of  the  taxpayer 
and  subject  to  the  provisions  of  section 
124B.  The  amortization  deduction  is  not 
only  allowable  to  the  original  owmer  of  a 
grain  storage  facility,  but  may  be  allow¬ 
able  to  any  subsequent  owner  who  ac¬ 
quires  the  facility  from  another  person 
who  elected  to  take  the  amortization  de¬ 
duction  and  had  not  discontinued  such 


deduction  under  the  statute.  In  the  case 
of  the  original  owner  of  a  grain  storage 
facility  the  amortization  period  is  a  pe¬ 
riod  of  60  months.  For  a  subsequent 
owner  the  amortization  period  is  the 
period,  if  any,  remaining  at  the  time  of 
his  acquisition  in  the  60-month  period 
elected  by  the  person  who  completed 
construction,  reconstiotction,  or  erection 
of  the  grain  storage  facility. 

(c)  Cross-references.  For  the  right  of 
estates  and  trusts  to  amortize  grain 
storage  facilities,  see  section  172  and 
§  39.172-1.  For  the  allowance  of  the 
amortization  deduction  in  the  case  of 
grain  storage  facilities  of  partnerships, 
see  section  190  and  §  39.190-1.^ 

§  39.124B-2  Definition  of  grain  stor¬ 
age  facility — (a)  General.  For  the  pur¬ 
pose  of  section  124B  the  term  **grain 
storage  facility**  means — 

<  1 )  Any  com  crib,  grain  bin.  or  grain 
elevator,  or  any  similar  structure  suitable 
primarily  for  the  storage  of  grain,  but 
only  if  the  taxpayer  at  the  time  of  his 
election  to  take  the  amortization  deduc¬ 
tion  allowed  under  section  124B  (a)  in¬ 
tends  such  crib,  bin,  elevator,  or  stnu:- 
ture  to  be  used  for  the  storage  of  grain 
produced  by  him,  or  in  case  the  election 
to  take  the  amortization  deduction  is 
made  by  a  partnership  only  if  such  crib, 
bin.  elevator,  or  structure  is  intended  by 
the  partnership  at  the  time  of  its  elec¬ 
tion  to  be  used  for  the  storage  of  grain 
produced  by  members  of  the  partner¬ 
ship;  and 

(2)  Any  public  grain  warehouse  or 
elevator  permanently  equipped  for  re¬ 
ceiving,  elevating,  conditioning,  and 
loading  out  grain, 

the  construction,  reconstruction,  or  erec¬ 
tion  of  which  was  completed  after  De¬ 
cember  31,  1952,  and  on  or  before 
December  31,  1956.  The  term  “grain" 
includes  all  products  commonly  cla.ssed 
as  grain,  such  as  wheat,  corn,  oats,  bar¬ 
ley,  rye,  rice,  soybeans,  grain  sorghums, 
flaxseed  and  dry  edible  beans. 

(b)  Private  grain  storage  facilities. 
In  the  case  of  any  structure  described  in 
subparagraph  (1)  of  paragraph  (a)  of 
this  section,  the  construction,  recon¬ 
struction,  or  erection  of  which  was  com¬ 
pleted  after  December  31,  1952,  and  on 
or  before  December  31,  1956,  the  tax¬ 
payer  at  the  time  of  his  election  to  take 
the  amortization  deduction  with  respect 
to  the  structure  must  intend  to  use  the 
facility  for  the  storage  of  grain  produced 
or  to  be  produced  by  him.  If  the  election 
is  made  by  a  partnership,  the  structure 
must  be  intended  at  the  time  of  the  elec¬ 
tion  to  be  used  for  the  storage  of  grain 
produced  by  members  of  the  partnership. 
The  statute  does  not  require  that  the 
facility  be  actually  used  at  the  time  of 
the  election  for  the  storage  of  grain. 
The  intent  required  by  the  statute  at  the 
time  of  the  taxpayer’s  election  to  take 
the  amortization  deduction  is  applicable 
not  only  to  the  original  owner  who  com¬ 
pleted  the  construction,  reconstruction, 
or  erection  of  the  facility,  but  to  any 
subsequent  owner  of  the  facility.  The 
existence  of  the  requisite  intent  is  a  ques¬ 
tion  of  fact  to  be' ascertained  from  the 
circumstances  of  each  particular  case. 
'The  lack  of  the  required  intent  with  re¬ 
spect  to  the  use  of  the  facility  by  a  sub- 
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;,equent  owner  does  not  affect  the  allow¬ 
ance  of  the  amortization  deduction  to  a 
preceding  owner  for  the  period  during 
which  the  facility  was  owned  by  him. 
However,  the  absence  of  the  required  in¬ 
tent  as  to  the  use  of  the  facility  on  the 
part  of  either  the  original  owner  or  any 
intervening  owner  precludes  any  subse¬ 
quent  owner  from  taking  the  amortiza¬ 
tion  deduction  with  respect  to  the  facil¬ 
ity.  A  structure  is  not  suitable  primarily 
for  the  storage  of  grain  if  it  is  of  a  type 
customarily  used  for  other  purposes, 
even  though  it  may  actually  be  used  for 
storing  grain.  For  example,  no  part  of  a 
residential  dwelling  may  qualify  as  a 
grain  storage  facility.  Nor  is  a  struc¬ 
ture  suitable  primarily  for  the  storage 
of  grain  unless  it  is  so  constructed  as  to 
be  especially  adapted  to  efficient  storage 
of  grain.  Thus,  a  general  utility  type  of 
building  does  not  qualify  under  the  stat¬ 
ute  as  a  grain  storage  facility,  even 
though  it  may  be  actually  used  for  stor¬ 
ing  grain.  However,  structures  not  suit¬ 
able  primarily  for  the  storage  of  grain 
may  through  alteration  or  remodeling 
qualify  as  grain  storage  facilities  (see 
paragraph  (d)  of  this  section).  On  the 
other  hand  a  structure  which  is  suitable 
primarily  for  the  storage  of  grain  is  not 
disqualified  under  the  statute  merely  be¬ 
cause  it  may  at  times  be  used  for  other 
purposes.  The  structures  described  in 
subparagraph  (1)  of  paragraph  (a)  of 
this  section  may  include  trackside  grain 
storage  facilities. 

(c)  Public  grain  storage  facilities. 
The  term  “public  grain  warehouse”  as 
used  in  section  124B  (d)  includes  only  a 
grain  warehouse  or  elevator  transacting 
business  with  members  of  the  general 
public.  The  amortization  deduction, 
however,  is  not  available  to  a  person  who 
stores  only  grain  purchased  for  con¬ 
sumption  in  his  business,  such  as  a  mill¬ 
ing  company  which  constructs  storage 
facilities  for  purchased  grain  held  for 
processing.  The  statute  also  requires 
that  the  grain  warehouse  or  elevator 
must  be  equipped  for  receiving,  elevat¬ 
ing,  conditioning,  and  loading  out  grain, 
and  that  the  equipment  used  for  these 
purposes  must  be  permanently  installed. 
Such  equipment  is  considered  a  part  of 
the  grain  warehouse  or  elevator  for 
the  purpose  of  section  124B.  A  grain 
warehouse  or  elevator  using  portable 
equipment  for  receiving,  elevating,  con¬ 
ditioning  or  loading  out  grain  cannot 
qualify  as  a  “grain  storage  facility”  for 
the  purposes  of  section  124B.  The  term 
“conditioning”  as  used  in  section  124B 

(d)  includes  turning,  drying,  aerating, 
fumigating,  or  other  processing  of  grain. 
While  it  Is  not  essential  for  qualification 
as  a  grain  storage  facility  that  a  public 
grain  warehouse  or  elevator  be  perma¬ 
nently  equipped  to  render  all  services 
embraced  within  the  meaning  of  “con¬ 
ditioning”,  the  grain  warehouse  or  ele¬ 
vator  must  be  permanently  equipped  for 
turning,  drying,  or  similar  processing  of 
grain. 

(d)  Alteration  or  remodeling.  (1) 
It  any  structure  described  in  subpara¬ 
graph  (1)  or  (2)  of  paragraph  (a)  of 
this  section  is  altered  or  remodeled  so 
that  its  capacity  for  the  storage  of  grain 
is  increased,  and  such  alteration  or  re¬ 


modeling  was  completed  after  Decem¬ 
ber  31.  1952,  and  on  or  before  December 
31.  1956,  for  the  purpose  of  section  124B 
such  alteration  or  remodeling  is  treated 
as  the  construction  of  a  grain  storage 
facility.  Such  alteration  or  remodeling 
may  qualify  as  a  grain  storage  facility, 
whether  or  not  the  original  structure 
constituted  a  grain  storage  facility  as 
defined  in  section  124B  (d).  If  the 
original  structure  did  qualify  as  a  grain 
storage  facility  for  the  purpose  of  sec¬ 
tion  124B.  the  amortization  deduction 
allowable  under  section  124B  (a)  may 
be  taken  with  respect  to  such  alteration 
or  remodeling,  whether  or  not  the  tax¬ 
payer  or  any  preceding  owner  elected  to 
take  the  amortization  deduction  allow¬ 
able  with  respect  to  the  original  struc¬ 
ture. 

(2)  Likewise,  if  any  structure  not  de¬ 
scribed  in  subparagraph  (1)  or  (2)  of 
paragraph  (a)  of  this  section  Is  con¬ 
verted  through  alteration  or  remodeling 
into  a  structure  so  described,  and  such 
alteration  or  remodeling  was  completed 
after  December  31,  1952,  and  on  or  be¬ 
fore  December  31.  1956,  for  the  purpose 
of  section  124B  such  alteration  or  re¬ 
modeling  is  treated  as  the  construction 
of  a  grain  storage  facility. 

(3)  For  election  to  take  the  amortiza¬ 
tion  deduction  with  respect  to  alteration 
or  remodeling  described  in  subpara¬ 
graphs  (1)  and  (2)  of  this  paragraph, 
see  §  39.124B-4,  For  determination  of 
adjusted  basis  for  the  purpose  of  the 
amortization  deduction  with  respect  to  a 
grain  storage  facility  attributable  to  such 
alteration  or  remodeling,  see  §  39.124B- 
6. 

(e)  Excluded  property — (1)  Nonde¬ 
preciable  property.  The  term  “grain, 
storage  facility”  includes  only  property 
of  a  character  which  is  subject  to  the 
allowance  for  depreciation  provided  in 
section  23  (1).  Thus,  “grain  storage 
facility”  does  not  include  the  land  on 
which  a  structure  defined  in  paragraph 

(a)  of  this  section  is  erected. 

(2)  Emergency  facilities,  (i)  The 
term  “grain  storage  facility”  does  not 
include  any  facility  any  part  of  which  is 
considered  an  emergency  facility  within 
the  meaning  of  section  124A.  For  the 
definition  of  “emergency  facility”  for  the 
purpose  of  section  124A,  see  §  39.124A 
(d)-l  (b). 

(ii)  If  all  or  any  part  of  the  adjusted 
basis  (computed  under  section  113  (b) ) 
of  a  structure  described  in  paragraph  (a) 
of  this  section  is  certified  as  an  “emer¬ 
gency  facility”  under  section  124A  (e), 
such  structure  cannot  qualify  .  ,s  a  “grain 
storage  facility”  for  the  purposes  of 
section  124B.  However,  if  prior  to  the 
making  of  any  election  to  take  the 
amortization  deduction  allowable  under 
section  124A  (a)  with  respect  to  such 
structure,  the  certificate  made  under 
section  124 A  (e)  is  cancelled  by  the  cer¬ 
tifying  authority,  such  structure  will  be 
considered  a  “grain  storage  facility”  for 
the  purposes  of  section  124B. 

(iii)  In  the  case  of  any  alteration  or 
remodeling  described  in  subparagraph 
(1)  or  (2)  of  paragraph  (d)  of  this  sec¬ 
tion,  if  all  or  any  part  of  the  adjusted 
basis  (computed  under  section  113  (b)) 
of  the  original  structure  is  certified  as  an 


“emergency  facility”  under  section  124A 
(e),  such  alteration  or  remodeling  may, 
nevertheless,  qualify  as  a  “grain  storage 
facility”  for  the  purposes  of  section  124B, 
provided  the  following  conditions  are 
met: 

(a)  None  of  the  expenditures  attribut¬ 
able  to  such  alteration  or  remodeling 
represents  construction,  reconstruction, 
erection,  installation,  or  acquisition  in¬ 
cluded  in  the  certificate  made  under  sec¬ 
tion  124A  (e)  with  respect  to  the  original 
structure,  and 

(b)  A  separate  certificate  is  not  made 
under  section  124A  (e)  with  respect  to 
such  alteration  or  remodeling  as  a  new 
and  separate  emergency  facility,  or  if  a 
separate  certificate  was  made,  such  cer¬ 
tificate,  prior  to  the  making  of  any  elec¬ 
tion  to  take  the  amortization  deduction 
allowable  under  section  124A  (a)  with 
respect  to  such  alteration  or  remodel¬ 
ing,  is  canceled  by  the  certifying  au¬ 
thority. 

§  39.124B-3  Amortization  deduction — 
(a)  Original  owner.  Any  person  who 
constructs,  reconstructs,  or  erects  a  grain 
storage  facility  as  defined  in  section 
124B  (d)  is  entitled  at  his  election  to  a 
deduction  with  respect  to  the  amortiza¬ 
tion  of  the  adjusted  basis  (for  determin¬ 
ing  gain)  of  such  facility  based  on  a 
period  of  60  months.  As  to  the  adjusted 
basis  of  a  grain  storage  facility,  see 
S  39.124B-6.  The  taxpayer  may,  with 
resi>ect  to  a  grain  storage  facility,  elect 
to  begin  the  60-month  amortization  pe¬ 
riod  with  (1)  the  month  following  the 
month  in  which  such  facility  was  com¬ 
pleted.  or  (2)  the  taxable  year  succeed¬ 
ing  that  in  which  such  facility  was  com¬ 
pleted  (see  §  39.124B-4).  The  date  on 
which,  or  the  month  within  which,  an 
emergency  facility  is  completed  is  to  be 
determined  upon  the  facts  in  the  partic¬ 
ular  case.  A  statement  of  the  date  as¬ 
certained  by  the  taxpayer,  together  with 
a  statement  of  the  pertinent  facts  relied 
upon,  should  be  filed  with  the  taxpayer’s 
election  to  take  amortization  deductions 
with  respect  to  such  facility. 

(b)  Subsequent  owner.  Any  person 
who  acquires  a  grain  storage  facility 
from  a  taxpayer  who  elected  to  take  the 
amortization  deduction  provided  by  sec¬ 
tion  124B  (a)  with  respect  to  such  fa¬ 
cility  and  who  prior  to  the  acquisition  by 
such  person  had  not  discontinued  the 
amortization  deduction  pursuant  to  sec¬ 
tion  124B  (c)  is  entitled  at  his  election 
to  a  deduction  with  respect  to  the  amor¬ 
tization  of  the  adjusted  basis  (deter¬ 
mined  under  section  124B  (e)  (2))  of 
such  facility  based  on  the  period,  if  any. 
remaining  at  the  time  of  his  acquisition 
in  the  60-month  period  elected  by  the 
original  owner  of  such  facility.  For  the 
determination  of  the  adjusted  basis  of  a 
grain  storage  facility  in  the  hands  of  a 
subsequent  owner  for  the  purpose  of  the 
amortization  deduction,  see  §  39.124B-6. 

(c)  Amount  of  deduction.  (Din  gen¬ 
eral.  with  respect  to  each  month  of  the 
60-month  period  which  falls  within  the 
taxable  year,  the  amortization  deduc¬ 
tion  is  an  amount  equal  to  the  adjusted 
basis  of  the  facility  at  the  end  of  such 
month  divided  by  the  number  of  months 
(including  the  particular  month  for 
which  the  deduction  is  computed)  re- 
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maining  in  the  60-month  period.  If  a 
grain  storage  facility  is  held  successively 
by  two  or  more  persons  during  a  single 
month,  the  amortization  deduction,  if 
any,  allowable  to  each  of  such  persons  in 
respect  of  that  month  shall  be  only  that 
portion  of  the  amount  to  which  each 
such  person  would  be  entitled  for  a  full 
month  which  the  number  of  days  in  such 
month  during  which  the  facility  was  held 
by  him  bears  to  the  total  number  of  days 
in  such  month.  The  adjusted  basis  of 
the  grain  storage  facility  at  the  end  of 
any  month  shall  be  computed  without  re¬ 
gard  to  the  amortization  deduction  with 
reflect  to  such  facility  for  such  month. 
The  total  amortization  deduction  with 
respect  to  a  grain  storage  facility  for  a 
particular  taxable  year  is  the  sum  of  the 
amortization  deductions  allowable  with 
respect  to  such  facility  for  each  month  of 
the  60-month  period  which  falls  within 
such  taxable  year. 

<2)  The  amortization  deduction  with 
respect  to  a  grain  storage  facility  for  any 
month  is  in  lieu  of  the  deduction  for 
depreciation  which  would  otherwise  be 
allowable  under  section  23  (1)  with  re¬ 
spect  to  the  facility  for  that  month.  If 
the  original  owner  of  a  grain  storage 
facility  elects  to  begin  the  60-month 
amortization  period  with  the  taxable 
year  succeeding  that  in  which  the  facil¬ 
ity  was  completed,  the  deduction  for  de¬ 
preciation  provided  in  section  23  (1)  is 
allowable  with  respect  to  the  facility  for 
the  period  intervening  between  the  com¬ 
pletion  of  the  facility  and  the  beginning 
of  the  60-month  period.  However,  if  the 
original  owner  elects  to  begin  the  60- 
month  amortization  period  with  tlie 
month  following  that  in  which  the  fa¬ 
cility  was  completed,  no  deduction  under 
section  23  (1)  is  allowable  in  respect  of 
the  month  in  which  the  facility  was  com¬ 
pleted.  For  depreciation  allowable  with 
respect  to  any  amoimt  not  subject  to 
amortization  see  §  39.124B-7. 

<d)  Examples.  This  section  may  be 
illustrated  by  the  following  examples: 

Example  (1).  On  July  1,  1953,  A,  who 
makes  tals  income  tax  retxirn  on  a  calendar 
year  ba-sis,  begins  the  construction  of  a  grain 
storage  facility  which  is  completed  on  Sep¬ 
tember  30,  1953,  at  a  cost  of  $24,000,  not 
Including  the  cost  of  the  land  on  which  the 
facility  is  erected.  A  elects  to  take  the 
amortization  deduction  with  respect  to  the 
facility  and  to  begin  the  60-month  amortiza¬ 
tion  period  with  October  1953.  the  month 
following  its  completion.  The  adjusted  basis 
of  the  facility  at  the  end  of  October  is 
$24,000.  The  allowable  amortization  deduc¬ 
tion  with  respect  to  such  facility  for  the  tax¬ 
able  year  1953  is  $1,200,  computed  as  follows: 


Monthly  amortization  deductions: 

October:  $24,000  divided  by  60 _  $400 

November:  $23,600  ($24,000  minus 

$4<X))  divided  by  59._ . .  400 

December:  $23,200  ($23,600  minus 

$400)  divided  by  58 _  400 


Total  amcfftization  deduction 

for  1953 _ 1,200 


Example  (2).  The  X  Corporation,  which 
makes  its  income  tax  return  on  the  calendar 
year  basis,  begins  the  construction  of  a  grain 
storage  facility  on  June  15,  1953.  The  facility 
is  completed  on  August  2,  1953.  The  X  Cor¬ 
poration  elects  to  take  amortization  deduc¬ 
tions  with  respect  to  the  facility  and  to  begin 
the  60-month  amortization  period  with  Sep¬ 
tember  1953,  the  month  following  its  com¬ 


pletion.  At  the  end  of  the  first  month  of 
the  amortization  period  the  adjusted  basis 
of  the  faculty  is  $30,(XX).  In  October  1953, 
the  facility  is  damaged  by  fire,  as  the  result 
of  which  the  adjusted  basis  is  prop>erly  re¬ 
duced  by  $2,537.  The  allowable  amcntlzation 
deduction  with  respect  to  the  facility  for  the 
calendar  year  1953  is  $1,871,  computed  as 
follows: 


Monthly  amortization  deductions; 

September:  $30,000  divided  by  60 _ $500 

October:  $26,963  ($30,000  minus  $5(X) 

and  $2,537)  divided  by  59 _  457 

November:  .$26,506  ($26,963  minus 

$457)  divided  by  58 . . .  457 

December:  $26,049  ($26,506  minus 

$457)  divided  by  57 . . .  457 


Total  amortization  deduction 
for  1953  .  1,  871 


For  illustration  in  the  case  of  a  subse¬ 
quent  owner  of  a  grain  storage  facility, 
see  Example  (2)  in  §  39.124B-6  (f). 

§  39.124B-4  Election  of  amortization — 
fa)  General  rule — (1)  Original  owner. 
The  election  by  a  taxpayer  who  con¬ 
structs,  reconstructs,  or  erects  a  grain 
storage  facility  to  take  amortization  de¬ 
ductions  with  respect  to  the  facility  and 
to  begin  the  60-month  amortization  pe¬ 
riod,  either  with  the  month  following 
the  month  in  which  the  facility  w'as  com¬ 
pleted  or  with  the  taxable  year  succeed¬ 
ing  the  taxable  year  in  which  such 
facility  was  completed,  shall  be  made  by 
a  statement  to  that  effect  in  the  tax¬ 
payer’s  return  for  the  taxable  year  in 
which  falls  the  first  month  of  the  60- 
month  amortization  period  so  elected. 
Such  statement  shall  include  the  follow¬ 
ing  information: 

(1)  A  description  clearly  identifying 
each  grain  storage  facility  for  which 
an  amortization  deduction  is  claimed. 

(ii)  The  date  on  which  the  construc¬ 
tion,  reconstruction,  or  erection  of  each 
such  facility  was  complete. 

(iii)  The  total  costs  and  expenditures 
paid  or  incurred  in  the  construction,  re¬ 
construction.  or  erection  of  any  such  fa¬ 
cility,  excluding  the  cost  of  any  land. 

(iv)  If  the  construction,  reconstruc¬ 
tion,  or  erection  of  any  such  facility  was 
begun  before  January  1, 1953,  the  amount 
of  the  costs  and  expenditures  properly 
attributable  to  such  construction,  recon¬ 
struction,  or  erection  after  December  31, 
1952. 

(2)  Subsequent  owner.  The  election 
by  a  subsequent  owner  (that  is.  a  person 
who  acquires  a  grain  storage  facility  from 
a  taxpayer  who  elected  to  take  the  amor¬ 
tization  deduction  with  respect  to  the 
facility  and  who  prior  to  the  acquisition 
by  the  subsequent  owner  had  not  discon¬ 
tinued  the  amortization  deduction  under 
section  124B  (c) )  to  take  amortization 
deductions  with  respect  to  the  facility 
shall  be  made  by  a  statement  to  that  ef¬ 
fect  in  the  taxpayer’s  return  for  the  tax¬ 
able  year  in  which  falls  the  month  in 
which  the  facility  was  acquired.  Such 
statement  shall  include  the  following  in¬ 
formation: 

(i)  The  name  and  address  of  the  pre¬ 
ceding  owner. 

(ii)  The  date  and  the  manner  of  the 
acquisition  of  the  grain  storage  facility 
from  such  preceding  owner. 

(iii)  A  statement  of  the  basis  (unad¬ 
justed)  of  the  facility  in  the  hands  of  the 


preceding  owner  for  amortization  pur¬ 
poses,  adjusted  to  the  date  of  acquisition 
by  the  taxpayer. 

(iv)  A  statement  of  the  adjusted  basis 
of  the  facility  in  the  hands  of  the  tax¬ 
payer  for  amortization  purposes,  com¬ 
puted  as  of  the  date  of  acquisition  by  the 
taxpayer. 

(b)  Special  rules  for  making  election 
prior  to  filing  of  return.  If,  prior  to  the 
time  prescribed  in  paragraph  (a)  of  this 
section  for  making  the  election  to  take 
amortization  deductions  with  respect  to 
a  grain  storage  facility,  such  facility  is 
acquired  by  a  subsequent  owner,  the 
preceding  owner  of  the  facility  may 
make  such  election  within  60  days  after 
the  date  of  acquisition  of  such  facility 
by  the  subsequent  owner.  In  the  event 
that  the  preceding  owner  dies  or  ceases 
to  exist  prior  to  making  an  election,  the 
election  may  be  made  within  such  time 
by  the  duly  authorized  representatives 
of  the  preceding  owner.  Unless  the  elec¬ 
tion  to  take  amortization  deductions 
with  respect  to  the  facility  is  made  by 
the  preening  owner  or  on  his  behalf,  the 
subsequent  owner  of  the  facility  shall 
not  be  entitled  to  take  the  amortization 
deductions  allow'able  under  section  124B 
(a)  with  respect  to  such  facility.  A 
statement  of  election  under  this  para¬ 
graph  shall  be  filed  with  the  district 
director  of  internal  revenue  (for  the 
internal  revenue  district  determined 
under  section  53  (b)  as  if  such  election 
were  a  return  required  to  be  filed  by  the 
taxpayer),  and  shall  contain  the  same 
information  required  with  respect  to  a 
statement  of  election  under  paragraph 
(a)  of  this  section.  If  the  preceding 
owner  of  the  facility  was  the  original 
owner,  the  statement  of  election  must 
specify  the  beginning  of  the  60-month 
amortization  period.  Unless  the  grain 
storage  facility  is  acquired  from  the 
original  owner  after  the  beginning  of  his 
taxable  year  succeeding  the  taxable  year 
in  which  such  facility  was  completed,  an 
election  made  under  this  paragraph  must 
begin  the  60-month  amortization  period 
with  the  month  following  the  month  in 
which  the  facility  was  completed. 

(c)  Election  not  made  at  the  time  or 
in  the  manner  prescribed  by  this  section. 
( 1 )  The  Commissioner  has  no  authority 
to  extend  the  time  prescribed  in  section 
124B  (b)  and  paragraph  (a)  of  this  sec¬ 
tion  for  making  an  election  to  take  amor¬ 
tization  deductions  allowable  under 
section  124B  (a).  However,  the  Com¬ 
missioner  in  his  discretion  may.  for  good 
cause  shown,  grant  a  reasonable  exten¬ 
sion  of  time  for  the  making  of  an  elec- 
tion'under  paragraph  (b)  of  this  section 
(see  §  39.6000-1). 

(2)  Except  as  provided  in  the  preced¬ 
ing  subparagraph,  if  a  statement  of  elec¬ 
tion  under  paragraph  (a)  or  (b)  of  this 
section  does  not  comply  with  the  require¬ 
ments  prescribed  therein,  it  may,  in  the 
discretion  of  the  Commissioner  and  for 
good  cause  shown,  be  made  in  such  man¬ 
ner  and  form  as  may  be  approved  by  him. 

(3)  No  method  of  making  the  election 
to  take  the  amortization  deductions  with 
respect  to  a  grain  storage  facility  other 
than  those  prescribed  in  this  section 
shall  be  permitted.  A  taxpayer  who  fails 
to  elect  to  take  amortization  deductions 
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with  respect  to  such  a  facility  shall  not 
be  entitled  to  amortization  deductions 
with  respect  to  such  facility. 

(d)  Alteration  or  remodeling  of  ex-- 
isting  grain  storage  facility.  If  an  ex¬ 
isting  grain  storage  facility,  as  defined 
in  section  124B  (d),  is  altered  or  re¬ 
modeled  and  such  alteration  or  remod¬ 
eling  is  treated  under  section  124B  (d) 
as  the  construction  of  a  grain  storage 
facility  .(see  §§  39.124B-2  (d)  and 

39.124B-6  (e)),  the  part  of  the  facility 
altered  or  remodeled  is  treated  as  a 
new  and  separate  grain  storage  facility. 
In  such  case  unless  the  taxpayer  who 
completes  such  alteration  or  remodeling 
makes  a  separate  election,  in  the  manner 
and  within  the  time  provided  in  this 
section,  to  take  amortization  deductions 
and  to  begin  a  new  60-month  period  with 
respect  to  such  alteration  or  remodeling, 
he  shall  not  be  entitled  to  amortization 
deductions  with  respect  to  such  alteration 
or  remodeling.  Such  alteration  or  re¬ 
modeling  is  also  treated  as  a  separate 
grain  storage  facility  in  the  hands  of  a 
subsequent  owner. 

§  39.124B-5  Termination  of  amorti- 
zation  deduction,  (a)  If  a  taxpayer  has 
elected  to  take  amortization  deductions 
with  respect  to  a  grain  storage  facility, 
he  may,  prior  to  the  expiration  of  the  60- 
month  amortization  period  and  prior  to 
the  acquisition  of  such  facility  by  another 
person,  discontinue  the  amortization  de¬ 
ductions  with  respect  to  such  facility  for 
the  remainder  of  the  60-month  period. 
An  election  to  discontinue  the  amortiza¬ 
tion  deductions  shall  be  hiade  by  notice 
in  writing  filed  with  the  district  director 
of  internal  revenue  (for  the  Internal  rev¬ 
enue  district  determined  under  section 
53  (b)  as  if  such  notice  were  a  return  re¬ 
quired  to  be  filed  by  the  taxpayer) ,  speci¬ 
fying  the  month  as  of  the  beginning  of 
which  the  taxpayer  elects  to  discontinue 
such  deductions.  Such  notice  shall  be 
filed  before  the  beginning  of  the  month 
specified  therein,  and  should  contain  a 
description  clearly  identifying  the  grain 
storage  facility  with  respect  to  which  the 
taxpayer  elects  to  discontinue  the  amor¬ 
tization  deductions.  If  the  taxpayer 
elects  in  the  manner  provided  herein  to 
discontinue  the  amortization  deductions 
with  respect  to  a  grain  storage  facility, 
he  shall  not  be  entitled  to  any  further 
amortization  deductions  with  respect  to 
such  facility. 

(b)  A  taxpayer  who  elects  to  discon¬ 
tinue  amortization  deductions  with  re¬ 
spect  to  a  grain  storage  facility  is  en¬ 
titled  to  a  deduction  for  depreciation 
under  section  23  (1)  with  respect  to  such 
facility.  The  deduction  for  depreciation 
shall  begin  with  the  first  month  as  to 
which  the  amortization  deduction  is  not 
applicable  and  shall  be  computed  on  the 
adjusted  basis  of  the  property  as  of  the 
beginning  of  such  month  (see  section  113 

(b)  and  the  regulations  thereunder). 

(c)  This  section  may  be  illustrated  by 
the  following  example: 

Example.  On  February  1,  1953,  the  Y 
Corporation,  which  makes  its  income  tax 
returns  on  the  calendar  year  basis,  begins 
the  construction  of  a  grain  storage  facility. 
The  facility  is  completed  on  June  30,  1953, 
at  a  cost  of  $306,000  of  which  $60,000  U 
allocable  to  the  land  and  $246,000  to  the 
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facility.  The  corporation  elects  to  take 
amortization  deductions  with  respect  to  the 
faculty  and  to  begin  the  60-month  amortiza¬ 
tion  period  with  July  1953,  the  month  fol¬ 
lowing  its  completion.  On  March  25,  1954, 
the  corporation  hies  notice  with  the  district 
director  of  its  election  to  discontinue  the 
amortization  deductions  beginning  with  the 
month  of  April  1954.  The  adjusted  basis  of 
the  facility  on  July  31.  1953,  is  $246,000.  The 
amortization  deductions  for  the  taxable  year 

1953  and  the  months  of  January,  February, 
and  March  1954,  amount  to  $36,900,  or  $4,100 
per  month  for  nine  months.  Accordingly, 
the  adjusted  basis  of  the  facility  as  of  April  1, 

1954  is  $209,100.  Beginning  as  of  that  date 
the  deduction  for  depreciation  under  sec¬ 
tion  23  (1)  is  allowable  with  respect  to  the 
property.  Such  deduction  shall  be  com¬ 
puted  on  the  adjusted  basis  ($209,100)  of  the 
property  as  of  April  1,  1954. 

§  39.124B-6  Adjusted  basis  of  grain 
storage  facility — (a)  General.  Section 
124B  (e)  provides  rules  which  apply  in 
the  determination  of  the  adjusted  basis 
of  a  grain  storage  facility  for  the  purpose 
of  computing  the  amortization  deduc¬ 
tions  allowable  under  section  124B  (a). 
Section  124B  (e)  does  not  purport  to 
provide  an  all-inclusive  formula  for  the 
computation  of  adjusted  basis  for  amor¬ 
tization  purposes,  but  only  prescribes 
certain  modifications  in  the  amount 
which  would  otherwise  constitute  the 
adjusted  basis  of  the  facility.  As  a  re¬ 
sult  of  these  modifications  the  adjusted 
basis  for  the  purpose  of  computing  the 
amortization  deductions  allowable  with 
respect  to  the  facility  will  differ  in  some 
cases  from  the  adjusted  basis  of  the  fa¬ 
cility  determined  under  section  113  with¬ 
out  regard  to  section  124B  (e).  The 
adjusted  basis  for  amortization  purposes 
may  also  differ  from  the  adjusted  basis 
of  the  facility  for  other  purposes  in  that 
it  shall  be  the  adjusted  basis  for  deter¬ 
mining  gain  (see  section  113).  The  ad¬ 
justed  basis  for  amortization  purposes 
is  derived  from  the  unadjusted  basis  of 
the  grain  storage  facility  determined 
under  section  113.  The  special  rules 
provided  in  section  124B  (e)  are  appli¬ 
cable  in  translating  the  unadjusted  basis 
determined  under  section  113  into  the 
unadjusted  basis  for  amortization  pur¬ 
poses  under  section  124B.  The  unad¬ 
justed  basis  for  amortization  purposes, 
less  the  adjustments  properly  allocable 
thereto,  becomes  the  adjusted  basis  for 
amortization  purposes.  These  adjust¬ 
ments  are  those  specified  in  section  113 
(b).  However,  adjustments  which  in¬ 
crease  the  adjusted  basis  under  section 
113  (b)  are  not  to  be  taken  into  account 
in  determining  the  adjusted  basis  for 
amortization  purposes  (see  paragraph 

(d)  of  this  section). 

(b)  Original  owners.  Section  124B 

(e)  (1)  provides  rules  which  apply  in  the 
determination  of  the  adjusted  basis  for 
amortization  purposes  of  a  grain  storage 
facility  in  the  hands  of  an  original  owner 
(see  §  39.124B-3  (a) ).  As  the  result  of 
the  application  of  the  rules  stated  in 
subparagraphs  (1)  and  (2)  of  this  para¬ 
graph,  the  adjusted  basis  of  the  facility 
for  amortization  purposes  will  be  smaller 
than  the  amount  which  would  otherwise 
constitute  the  adjusted  basis  of  the 
facility.  The  rules  are  the  following: 

(1)  If  the  construction,  reconstruc¬ 
tion,  or  erection  of  the  facility  was  begun 


before  January  1,  1953,  there  Is  to  be 
included  only  so  much  of  the  entire 
unadjusted  basis  of  the  facility  as  is 
properly  attributable  to  construction,  re¬ 
construction,  or  erection  after  December 
31,  1952. 

(2)  If  a  structure  which  is  not  an 
existing  grain  storage  facility  as  defined 
in  section  124B  (d)  is  altered  or  re¬ 
modeled  and  such  alteration  or  re¬ 
modeling  is  treated  under  section  124B 
(d)  as  the  construction  of  a  grain  stor¬ 
age  facility  (see  §  39.124B-2  (d) ),  there 
is  to  be  included  only  so  much  of  the 
entire  unadjusted  basis  of  such  structure 
as  is  properly  attributable  to  such  altera¬ 
tion  or  remodeling  as  was  completed 
after  December  31,  1952,  and  on  or  be¬ 
fore  December  31,  1956.  In  the  case  of 
alteration  or  remodeling  of  an  existing 
grain  storage  facility,  see  paragraph  (e) 
of  this  section. 

(c)  Subsequent  owners.  A  special  rule 

is  provided  in  section  124B  (e)  (2)  for 
the  determination  of  the  adjusted  basis 
for  amortization  purposes  of  a  grain 
storage  facility  in  the  hands  of  a  subse¬ 
quent  owner  (see  §  39.124B-3  (b)). 

Such  adjusted  basis  is  the  smaller  of  the 
following  amounts: 

(1)  The  adjusted  basis  determined  by 
including  an  amount  in  respect  of  unad¬ 
justed  basis  equal  to  the  adjusted  basis 
of  the  facility  for  amortization  purposes 
in  the  hands  of  the  preceding  owner,  de¬ 
termined  as  of  the  date  of  acquisition  of 
the  facility  by  the  taxpayer.  For  the 
purpose  of  this  paragraph  in  determin¬ 
ing  the  adjusted  basis  of  the  facility  for 
amortization  purposes  in  the  hands  of 
the  preceding  owner,  the  adjustments 
required  under  section  113  (b)  shall  in¬ 
clude  an  adjustment  in  respect  of  the 
amount  of  the  amortization  deduction 
allowable  to  the  preceding  owner  for  the 
month  in  which  the  facility  was  ac¬ 
quired  by  the  taxpayer.  See  §  39.124B-3 
(c).  For  the  rule  excluding  capital  ad¬ 
ditions  from  the  adjusted  basis  of  a 
grain  storage  facility  for  amortization 
purposes,  see  paragraph  (d)  of  this 
section. 

(2)  The  adjusted  basis  (computed 
under  section  113  for  determining  gain) 
of  the  facility  in  the  hands  of  the  tax¬ 
payer.  If  the  construction,  reconstruc¬ 
tion,  or  erection  of  the  facility  was  begun 
before  January  1,  1953,  in  determining 
such  adjusted  basis  there  is  to  be  in¬ 
cluded  only  so  much  of  the  entire  un¬ 
adjusted  basis  of  the  facility  (in  the 
hands  of  the  taxpayer)  as  is  properly 
attributable  to  construction,  reconstruc¬ 
tion,  or  erection  after  December  31,  1952. 

(d)  Capital  additions.  If  after  the 
completion  or  acquisition  of  a  grain  stor¬ 
age  facility  further  expenditures  are 
made  for  construction,  reconstruction,  or 
erection,  such  expenditures  shall  not  be 
added  to  the  adjusted  basis  of  the  facility 
for  amortization  purposes.  If  such  ex¬ 
penditures  result  in  alteration  or  remod¬ 
eling  which  under  section  124B  (d)  is 
treated  as  the  construction  of  a  grain 
storage  facility,  see  paragraph  (e)  of 
this  section. 

(e)  Alteration  or  remodeling  of  cx- 
isting  grain  storage  facility.  If  an  ex¬ 
isting  grain  storage  facility  as  defined 
in  section  124B  (d)  is  altered  or  re- 
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modeled  and  such  alteration  or  re¬ 
modeling  is  treated  under  section  124B 
(d)  as  the* construction  (rf  a  grain  sUn*- 
age  facility  (see  S  39.124B-2  (d)),  the 
expenditures  for  such  alteration  or  re¬ 
modeling  shall  not  be  applied  in  adjust¬ 
ment  of  the  basis  of  the  existing  facility, 
but  a  separate  basis  shall  be  computed 
by  reference  to  such  expenditures  as  if 
such  alteration  or  remodeling  repre¬ 
sented  a  new  and  separate  grain  storage 
facility.  A  structure  which  was  not  an 
existing  grain  storage  facibty  prior  to 
alteration  or  remodeling  which  is 
treated  imder  section  124B  (d)  as  the 
construction  of  a  grain  storage  facility 
becomes  an  existing  grain  storage  facility 
for  the  purposes  of  this  subparagraph. 
Thus,  if  a  structure  which  is  an  existing 
grain  storage  facility  by  reason  of  such 
alteration  or  remodeling  is  again  altered 
or  remodeled  and  such  alteration  or  re¬ 
modeling  is  treated  under  section  124B 
<d)  as  the  construction  of  a  grain  stor¬ 
age  facility,  the  provisions  of  this  para¬ 
graph  are  also  applicable  to  such  later 
alteration  or  rem(xleling. 

(f)  Examples.  The  computation  of 
the  adjusted  basis  of  a  grain  storage  fa¬ 
cility  for  amortization  purposes  may  be 
Hlustrated  In  the  following  examples: 

Eiumple  (1).  On  February  28,  1953,  A  com¬ 
pletes  the  construction  of  a  grain  storage 
facility  as  defined  in  section  124B  (d)  at  a 
cost  of  $2,(XX)  for  the  land  and  $6,0(X)  for  the 
construction.  Only  $3,(X)0  of  the  total  cost 
of  the  facility  is  properly  attributable  to  con¬ 
struction  after  December  31,  1952.  A  elects 
to  claim  the  amortization  deduction  and  to 
begin  the  60-month  period  on  March  1,  1953. 
Under  section  124B  (e)  the  adjusted  basis 
of  the  facility  for  the  purpose  of  section  124B 
(a>  as  of  that  date  is  only  $3,000,  the  amount 
attributable  to  construction  after  December 
31,  1952.  In  determining  the  adjusted  basis 
of  the  facility  as  of  any  subsequent  date  for 
the  purpose  of  computing  the  amortization 
deduction,  the  amortization  deductions  al¬ 
lowable  in  respect  of  the  period  prior  to 
such  date  must,  of  course,  be  taken  into 
aeooxint.  Bee  section  113  (b)  of  the  Ckxie. 
Thus,  the  adjusted  basis  of  the  facility  for 
the  purpose  of  computing  the  amount  of  the 
amortization  deduction  allowable  for  the 
month  of  January  1954,  is  $2,5(X)  ($3,000 
minus  $500,  the  amortization  deductions 
allowable  jH-ior  to  January  1,  1954). 

Example  (2).  A  began  on  January  1,  1953, 
and  completed  on  June  30,  1953,  the  con¬ 
struction  of  a  grain  storage  facility  as  de¬ 
fined  in  section  124B  (d)  at  a  cost  of  $5,(M)0 
for  the  land  and  $30,000  for  the  construction. 
A  elects  to  claim  the  amortization  deduction 
and  to  begin  the  60-month  period  on  July  1, 
1953.  On  May  1,  1954.  A  sells  the  grain  stor¬ 
age  facility  to  B  for  a  price  of  $34,000  of  which 
$6,000  is  allocable  to  the  land.  B  elects  to 
claim  the  amortization  deduction  on  the 
basis  of  the  50  months  remaining  in  the 
amortization  period.  B.  in  determining  the 
adjusted  basis  of  the  facility  in  his  hands, 
must  start  with  the  unadjusted  basis  of  the 
facility  in  the  hands  of  A  ($30,000)  and  ad¬ 
just  such  basis  under  section  113  (b)  (1) 
(B)  in  respect  of  amortization  claimed  by  A 
during  his  ownership  of  the  facility  ($5,000). 
Since  this  amount  ($25,000)  is  smaller  than 
the  adjusted  basis  (for  deterndning  gain)  of 
the  facility  in  B's  hands  as  of  May  1,  1954, 
($28,000,  that  is  $34,000  less  $6,000  allocable 
$o  land),  the  adjusted  basis  of  the  facility 
for  the  purpose  of  section  124B  (a)  in  B's 
bands  as  of  May  1,  1954,  is  $25,000.  B,  there¬ 
fore,  may  include  only  $25,000  in  determining 
the  adjusted  basis  of  the  facility  in  his  hands 
as  of  May  1,  1954,  the  date  of  the  purchase. 
The  amortization  deductioiu  claimed  by  B 


must,  of  cotuse,  be  applied  In  reducticm  of 
such  adjusted  basis  in  determining  the  ad¬ 
justed  basis  of  the  facility  as  of  any  sub¬ 
sequent  date  for  the  purpose  of  his  amortiza¬ 
tion  deduction  under  section  124B  (a).  The 
amount  by  which  the  purchase  price  paid  by 
B  and  allocable  to  depreciable  property 
($28,000)  exceeds  the  adjusted  basis  deter¬ 
mined  under  section  124B  (e)  for  such  prc^- 
erty  ($25,000) — or  $3,000 —  is  treated  as  the 
adjusted  basis  (as  of  May  1,  1954)  for  the 
purpose  of  the  depreciation  deduction  allow¬ 
able  under  section  23  (1).  See  §  39.124B-7. 

§  39.124B-7  Depreciation  of  portion 
of  grain  storage  facility  not  subject  to 
amortization.  The  rule  set  forth  in  sec¬ 
tion  124B  (a)  (see  §  39.124B-3),  that  the 
amortization  deduction  with  respect  to 
a  grain  storage  facility  is  in  lieu  of  any 
deduction  for  depreciation  which  would 
otherwise  be  allowable  under  section  23 
(1)  with  respect  to  the  facility,  is  subject 
to  an  exception  provided  in  section  124B 
(f).  Under  this  exception  if  the  ad¬ 
justed  basis  of  the  facility  as  computed 
under  section  113  (b)  for  purposes  other 
than  the  amortization  deductions  (see 
§  39.113  (b)  (1)-1)  is  in  excess  of  the 
adjusted  basis  computed  under  section 
124B  (je)  for  the  purpose  of  the  amorti¬ 
zation  deductions  (see  §  39.'124B-6),  any 
excess  shall  be  charged  oflf  over  the  use¬ 
ful  life  of  the  facility  and  recovered 
through  depreciation  deductions  allow¬ 
able  under  section  23  (1).  Thus,  if  the 
construction  of  a  grain  storage  facility 
was  begun  before  January  1,  1953,  no 
amortization  deductions  are  allowable 
with  respect  to  the  amount  attributable 
to  such  construction  before  such  date 
(see  §  39.124B-6).  However,  the  de¬ 
preciation  deduction  provided  by  section 
23  (1)  and  the  regulations  thereunder 
is  allowable  with  respect  to  the  amount 
attributable  to  construction  before  Jan¬ 
uary  1,  1953.  Similarly,  in  the  case  of 
a  subsequent  owner  the  adjusted  basis 
of  a  grain  storage  facility  computed 
under  section  113  (b)  for  purposes  other 
than  the  amortization  deductions  (see 
§39.113  (b)  (1)-1)  may  exceed  the  ad¬ 
justed  basis  of  the  facility  computed 
under  section  124B  (e)  for  amortization 
purposes.  In  such  case  the  excess  will 
be  subject  to  the  allowance  for  deprecia¬ 
tion  provided  by  section  23  (1).  For 
illustration  of  the  treatment  of  the  por¬ 
tion  of  a  grain  storage  facility  which  is 
subject  to  the  allowance  for  depreciation, 
see  Example  (2)  in  §  39.124B-6  (f). 

§  39.124B-8  Life  tenant  and  remain¬ 
derman.  In  the  case  of  a  grain  storage 
facility  held  by  one  person  for  life  with 
the  remainder  to  another  person,  the 
amortization  deduction  shall  be  com¬ 
puted  as  if  tile  life  tenant  were  the  abso¬ 
lute  owner  of  the  property  and  shall  be 
allowed  to  the  life  tenant  during  his  life. 

Par.  3.  There  is  inserted  immediately 
preceding  §  39.172-1,  the  following; 

8ec.  206.  Amortization  dedttction  for 

CRAIN  STORAGE  FAdLITlES  (TECHNICAL  CHANCES 
ACT  OF  1863,  APPROVED  AUGUST  15,  1953). 

•  •  »  •  • 

(b)  Technical  amendments. 

•  •  •  •  * 

(2)  Section  172  is  bereby  amended  by 
striking  out  “of  emergency  facilities’'. 

•  •  •  •  * 

(c)  Effective  date.  The  amendments  made 
by  subsections  (a)  and  (b)  shall  apply  only 


with  respect  to  taxable  years  ending  after  the 
date  of  the  enactment  of  this  Act. 

Par.  4.  Section  39.172-1  is  amended  by 
striking  out  the  second  and  third  sen¬ 
tences  and  inserting  in  lieu  thereof  the 
following:  “The  same  rule  is  applicable 
in  the  case  of  a  grain  storage  facility,  as 
defined  in  section  124B  (d).  See  sections 
23  (t).  124A,  and  124B  and  the  regula¬ 
tions  thereunder.  The  principles  gov¬ 
erning  the  apportionment  of  deprecia¬ 
tion  in  the  case  of  property  held  in  trust 
are  applicable  with  respect  to  the  amor¬ 
tization  of  an  emergency  facility  or  of  a 
grain  storage  facility  of  an  estate  or 
trust.” 

Par.  5.  There  is  inserted  immediately 
preceding  §39.190-1  the  following: 

SBC.  206.  Amortization  DEoucmoNS  poe 

CRAIN  STORAGE  FACILITIES  (TECHNICAL  CHANGES 
ACT  or  1953,  APFROVIS  AUGUST  15.  1953). 

•  m  m  m  0 

<b)  Technical  amendments. 

•  •  •  •  •  • 

(3)  Section  190  is  hereby  amended  by  in¬ 
serting  after  "emergency  facilities"  the  fol¬ 
lowing:  "or  grain  storage  facilities”. 

(c)  Effective  date.  The  amendments  made 
by  subsections  (a)  and  (b)  shall  apply  only 
with  respect  to  taxable  years  ending  after 
the  date  of  the  enactment  of  this  Act. 

Par.  6.  Section  39.199-1  is  amended  by 
striking  out  the  last  two  sent^ces  and 
inserting  in  lieu  thereof  the  following: 
“The  same  rule  is  applicable  in  the  case 
of  a  grain  storage  facility,  as  defined  in 
section  124B  <d).  See  sections  23  (t), 
124A.  and  124B  and  the  regulations 
thereunder.  •  Amortization  deductions 
with  respect  to  an  emergency  facility 
or  a  grain  storage  facility  of  a  partner¬ 
ship  are  not  allowed  to  the  members  of 
the  partnership.’’ 

[P.  R.  Doc.  64-341;  Piled.  Jan.  18,  1954; 

8:48  a.  m.) 

DEPARTMENT  OF  AGRICULTURE 

Agricultural  Marketing  Service 
[  7  CFR  Part  52  ] 

Frozen  Green  Beans  and  Frozen  Wax 
Beans 

united  states  standards  for  grades  ’ 

Notice  is  hereby  given  that  the  United 
States  Department  of  Agriculture  is  con¬ 
sidering  the  revision,  as  herein  proposed, 
of  United  States  Standards  for  Grades 
of  Frozen  Green  Beans  and  Frozen  Wax 
Beans,  pursuant  to  the  authority  con¬ 
tained  in  the  Agricultural  Marketing  Act 
of  1946  (60  Stat.  1087;  7  U.  S.  C.  1621, 
et  seq.)  and  the  Department  of  Agri¬ 
culture  Appropriation  Act,  1954  (Pub. 
Law  156,  83d  Cong.,  approved  July  28, 
1953).  This  revision,  if  made  effective, 
will  be  the  fourth  issue  by  the  Depart¬ 
ment  of  grade  standards  for  this  product. 

All  persons  who  desire  to  submit 
written  data,  views,  or  arguments  for 
consideration  in  connection  with  the 
proposed  revision  should  file  same,  in 
duplicate,  with  the  Chief,  Processed 


*  ’rile  requirements  of  these  standards  shall 
not  excuse  failure  to  comply  with  the  pro¬ 
visions  of  the  Federal  Pood,  Drug,  and  Cos¬ 
metic  Act. 


Tuesday,  January  19,  1954 
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Products  Standardization  and  Inspec¬ 
tion  Branch,  Fruit  and  Vegetable  Divi¬ 
sion,  Agricultural  Marketing  Service, 
united  States  Department  of  Agricul¬ 
ture,  Washington  25,  D.  C.,  not  later 
than  30  days  after  publication  hereof  in 
the  Federal  Register. 

The  proposed  revision  is  as  follows: 


froduct  DBscaipnoN.  smxs,  oramA,  and 


sec. 

TTPBS 

52.2321 

Product  description. 

52.2322 

Styles  of  frozen  beans. 

52.2323 

Grades  of  frozen  beans. 

52  2324 

Types  of  frozen  beans. 

FACTORS  or  QUAUTT 

52  2325 

Ascertaining  the  grade. 

52.2326 

Ascertaining  the  rating  for 
factors  which  are  scored. 

the 

62.2327 

Color. 

52.2328 

Defects. 

52.2329 

Character. 

LOT  CCRTtnCATION  TOLBRANCRS 

52.2330 

Tolerances  for  certification  of 
dally  drawn  samples. 

SCORE  SHER 

offl- 

53.2331 

Score  sheet  for  frozen  green  beans 

and  frozen  wax  beana. 

Authoritt:  {§  52.2321  to  52.2331  issued 
under  sec.  205,  60  Stat.  1090;  7  U.  S.  C.  1624, 
Pub.  Law  156,  83d  Ck>ng. 

PRODUCT  DESCRIPTION,  STYLES,  GRADES, 
AND  TYPES 

S  52.2321  Product  description,  (a) 
"Frozen  green  beans"  and  "frozen  wax 
beans,”  hereinafter  called  "frozen 
beans,”  means  the  frozen  product  pre¬ 
pared  from  the  clean,  sound,  succulent 
pods  of  the  bean  plant  by  stemming, 
washing,  blanching,  sorting,  and  prop¬ 
erly  draining  and  is  then  frozen  in  ac¬ 
cordance  with  good  commercial  practice 
and  maintained  at  temperatures  neces¬ 
sary  for  the  preservation  of  the  product. 

(b)  “Unit”  means  an  individual  green 
bean  or  wax  bean  or  portion  of  either  in 
frozen  beans. 

S  52.2322  Styles  of  frozen  beans,  (a) 
"Whole”  means  frozen  beans  consisting 
of  whole  pods,  including  pods  which 
after  removal  of  either  or  both  ends  are 
less  than  2%  inches  in  length,  or  trans¬ 
versely  cut  pods  not  less  than  2%  inches 
in  length. 

(b)  "Sliced  Lengthwise”  or  "French” 
style  means  frozen  beans  consisting  of 
pods  that  are  sliced  lengthwise. 

(c)  "Cut”  means  frozen  beans  consist¬ 
ing  of  pods  that  are  cut  transversely  into 
pieces  less  than  2%  inches,  but  not  less 
than  %  inch  in  length,  and  may  contain 
shorter  end  pieces  which  result  from 
cutting. 

(d)  "Short  Cut”  means  frozen  beans 
consisting  of  pods  that  are  cut  trans¬ 
versely  into  pieces  of  which  75  percent, 
by  count,  or  more  are  less  than  %  inch 
in  length  and  not  more  than  1  percent, 
by  count,  are  more  than  IVi  inches  in 
length. 

(e)  "Mixed”  means  a  mixture  of  two 
or  more  of  the  following  forms  of  frozen 
beans:  "Whole,”  "Cut,”  or  "Short  Cut.” 

8  52.2323  Grades  of  frozen  beans. 

"U.  S.  Grade  A”  or  "U.  S.  Fancy”  is 
the  quality  of  frozen  beans  that  possess 
sinxilar  varietal  characteristics;  that  pos¬ 


sess  a  good  flavor;  that  possess  a  good 
character ;  that  are  practically  free  from 
defects;  that  possess  a  good  color;  and 
that  for  those  factors  which  are  scored 
in  accordance  with  the  scoring  system 
outlined  in  this  subpart  the  total  score 
is  not  less  than  90  points:  Provided,  That 
the  frozen  beans  may  possess  a  reason¬ 
ably  good  color,  and  may  possess  a  rea¬ 
sonably  good  character,  scoring  not  less 
than  34  points,  except  that  sliced  length¬ 
wise  style  may  possess  a  reasonably  good 
character,  if  the  total  score  is  not  less 
than  90  points. 

(b)  "U.  S.  Grade  B”  or  “U.  S.  Extra 
Standard”  is  the  quality  of  frozen  beans 
that  possess  similar  varietal  character¬ 
istics;  that  possess  a  reasonably  good 
flavor;  that  possess  a  reasonably  good 
color;  and  that  for  those  factors  which 
are  scored  in  accordance  with  the  scoring 
system  outlined  in  this  subpart,  the  total 
score  is  not  less  than  80  points:  Pro¬ 
vided.  That  the  frozen  beans  may  possess 
a  fairly  good  color,  if  the  total  score  is 
not  less  than  80  points. 

(c)  "U.  S.  Grade  C”  or  “U.  S.  Stand¬ 
ard”  is  the  quality  of  frozen  beans  that 
possess  similar  varietal  characteristics; 
that  possess  a  fairly  good  flavor;  that 
possess  a  fairly  good  character;  that  are 
fairly  free  from  defects;  that  possess  a 
fairly  good  color;  and  that  score  not  less 
than  70  points  when  scored  in  accord¬ 
ance  with  the  scoring  system  outlined  in 
this  subpart. 

(d)  “Substandard”  is  the  quality  of 
frozen  beans  that  fail  to  meet  the  re¬ 
quirements  of  U.  S.  Grade  C  or  U.  S. 
Standard. 

§  52.2324  Types  of  frozen  beans,  (a) 
The  type  of  frozen  beans  is  not  incorpo¬ 
rated  in  the  grades  of  the  finished  prod¬ 
uct.  since  t3rpe  of  frozen  beans  is  not  a 
factor  of  quality  for  the  purpose  of 
these  grades.  The  type  of  frozen  beans 
is  described  as  round  type  or  flat  type. 

(b)  "Round  t5T>e”  means  frozen  beans 
consisting  of  round  type  beans  having  a 
width  not  greater  than  lYz  times  the 
thickness  of  the  beans. 

(c)  "Plat  type”  means  frozen  beans 
consisting  of  fiat  type  beans  having  a 
width  greater  than  1  times  the  thick¬ 
ness  of  the  bean. 

FACTORS  OF  QUALITY 

§  52.2325  Ascertaining  the  grade,  (a) 
The  grade  of  frozen  beans  is  ascertained 
by  considering  the  requirements  with  re¬ 
spect  to  varietal  characteristics  and 
flavor,  which  are  not  scored,  and  the 
factors  of  color,  defects,  and  character, 
which  are  scored. 

(b)  The  relative  importance  of  each 
factor  which  is  scored  is  expressed  nu¬ 
merically  on  a  scale  of  100.  The  maxi¬ 
mum  number  of  points  that  may  be 
given  each  such  factor  is: 


Factors:  Points 

Color _ _ _ 20 

Defects _ 40 

Character _ 40 


Total  score _ ...... _ _ _ .........  100 


(c)  The  scores  for  the  factors  of  color 
and  defects  are  determined  immediately 
after  thawing  to  the  extent  that  the 
product  is  substantially  free  from  ice 
crystals  and  can  be  handled  as  individ¬ 


ual  units.  The  evaluation  of  the  factors 
of  character  and  flavor  is  ascertained 
immediately  after  thawing  the  product 
and  after  cooking  a  representative 
sample. 

(d)  "Good  flavor”  means  that  the 
product,  after  cooking,  has  a  good,  char¬ 
acteristic,  normal  flavor  and  odor  and  is 
free  from  objectionable  flavors  and  ob¬ 
jectionable  odors  of  any  kind. 

(e)  "Fairly  good  flavor”  means  that 
the  product,  after  cooking,  may  be  lack¬ 
ing  in  good  fiavor  and  odor  but  is  free 
from  objectionable  flavors  and  objec¬ 
tionable  odors  of  any  kind. 

§  52.2326  Ascertaining  the  rating  for 
the  factors  which  are  scored.  The  es¬ 
sential  variations  within  each  factor 
which  is  scored  are  so  described  that  the 
value  may  be  ascertained  for  such  fac¬ 
tors  and  expressed  numerically.  The 
numerical  range  within  each  factor  is 
inclusive.  For  example,  the  range  18 
to  20  means  18,  19,  or  20  points. 

§  52.2327  Color— (a)  (A)  classifica¬ 
tion.  Frozen  beans  that  possess  a  good 
color  may  be  given  a  score  of  18  to  20 
points.  "Good  color”  means  that  the 
frozen  beans  possess  a  color  that  is  typi¬ 
cal  of  very  young  and  tender  beans  of 
similar  varietal  characteristics,  are 
bright,  and  that  the  appearance  of  the 
product  is.  not  more  than  slightly  af¬ 
fected  by  variations  in  color. 

(b)  (B)  classification.  If  the  frozen 
beans  possess  a  reasonably  uniform 
typical  color,  a  score  of  16  or  17  points 
may  be  given,  "Reasonably  good  color” 
means  that  the  frozen  beans  possess  a 
color  that  is  typical  of  young  and  rea¬ 
sonably  tender  beans  of  similar  varietal 
characteristics,  are  reasonably  bright, 
and  that  the  appearance  is  not  ma¬ 
terially  affected  by  variations  in  color. 

(c)  (C)  classification.  Frozen  beans 
that  possess  a  fairly  good  color  may  be 
given  a  score  of  14  or  15  points.  Frozen 
beans  that  fall  into  this  classification 
shall  not  be  graded  above  U.  S.  Grade  B 
or  U,  S.  Ebctra  Standard,  regardless  of 
the  total  score  for  the  product  (this 
is  a  limiting  rule).  "Fairly  good  color” 
means  that  the  frozen  beans  possess  a 
color  typical  of  nearly  mature  and  fairly 
tender  beans  of  similar  varietal  charac¬ 
teristics,  the  appearance  of  the  product 
is  not  seriously  affected  by  variations  in 
color,  and  are  not  off  color. 

<d)  (SStd.)  classification.  Frozen 
beans  that  fail  to  meet  the  requirements 
of  paragraph  (c)  of  this  section  may  be 
given  a  score  of  0  to  13  points  and  shall 
not  be  graded  above  Substandard,  re¬ 
gardless  of  the  total  score  for  the  prod¬ 
uct  (this  is  a  limiting  rule). 

§  52.2328  Defects — (a)  General.  The 
factor  of  defects  refers  to  the  degree  of 
freedom  from  extraneous  vegetable  ma¬ 
terial,  loose  seeds  and  pieces  of  seeds, 
unstemmed  units,  small  pieces,  damaged 
units,  or  units  that  are  blemished  or 
seriously  blemished. 

(1)  "Blemished”  means  any  unit 
which  is  blemished  by  discoloration  or 
blemished  by  other  means  to  the  extent 
that  the  appearance  or  eating  quality  of 
the  product  is  materially  affected. 

(2)  "Seriously  blemished”  means  any 
unit  blemished  to  such  an  extent  that 
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the  appearance  or  eating  quality  of  the 
product  is  seriously  affected. 

<3)  “Extraneous  vegetable  matter** 
means  leaves,  detached  stems,  and  other 
similar  vegetable  matter. 

(4)  “Small  pieces”  means  pieces  of 
pods  less  than  inch  in  length,  except 
in  “Short  Cut”  style. 

(5)  “Damaged  imit**  means  any  unit 
that  is  broken  or  split  or  that  has  very 
ragged  edges,  or  is  damaged  by  other 
similar  means  to  such  an  extent  that  the 
appearance  or  eating  quality  of  the  unit 
is  seriously  affected. 

(b)  iA)  classification.  Frozen  beans 
that  are  practically  free  from  defects 
may  be  given  a  score  of  36  to  40  points. 
“Practically  free  from  defects”  means 
that  extraneous  vegetable  material,  loose 
seeds  and  pieces  of  seeds,  small  pieces, 
and  damaged  units  may  be  present  that 
do  not  more  than  slightly  affect  the  ap¬ 
pearance  and  eating  quality  of  the  prod¬ 
uct.  and  that; 

<1)  For  each  10  ounces,  net  weight,  of 
units  there  may  be  present  not  more  than 
2  unstemmed  units; 

<2)  With  respect  to  whole  beans,  not 
more  than  4  percent,  by  count,  of  blem¬ 
ished  units,  and  of  such  4  percent  not 
more  than  %  thereof  or  2  percent,  by 
count,  of  all  the  units  may  be  seriously 
blemished; 

( 3 )  Not  more  than  2  percent,  by  count, 
of  blemished  units,  and  of  such  2  percent 
not  more  than  thereof  or  1  percent,  by 
count,  of  all  the  units  may  be  seriously 
Memished; 

<4)  With  respect  to  sliced  lengthwise 
style,  not  more  than  2  percent,  by  weight, 
of  blemished  units,  and  of  such  2  percent 
not  more  than  %  thereof  or  1  percent, 
by  weight,  of  all  the  units  may  be  seri¬ 
ously  blemished;  and  that 

<5)  With  respect  to  sliced  lengthwise 
style,  the  pods  are  well  sliced. 

<c)  (B)  classification.  If  the  frozen 
beans  are  reasonably  free  frcwm  defects, 
a  score  of  32  to  35  points  may  be  given. 
FYozen  beans  that  fall  into  this  classih- 
vution  shall  not  be  graded  above  U.  S. 
Grade  B  or  U.  S.  Extra  Standard,  regard¬ 
less  of  the  total  score  for  the  product 
(this  is  a  limiting  rule).  “Reasonably 
free  from  defects”  means  that  extrane¬ 
ous  vegetable  material,  l<x)se  seeds  and 
pieces  of  seeds,  small  pieces,  and  dam¬ 
aged  units  may  be  present  that  do  not 
materially  affect  the  appearance  or  eat¬ 
ing  quality  of  the  product,  and  that: 

<  1 )  For  each  10  ounces,  net  weight,  of 
units  there  may  be  present  not  more 
than  4  unstemmed  units; 

(2)  With  respect  to  whole  beans,  not 
more  than  6  percent,  by  count,  of  blem¬ 
ished  units,  and  of  such  6  percent  not 
more  than  V2  thereof  or  3  percent,  by 
count,  of  all  the  units  may  be  seriously 
blemished; 

(3)  With  respect  to  cut,  short  cut.  and 
mixed  styles,  not  more  than  4  percent, 
by  count,  of  blemished  units,  and  of  such 
4  percent  not  more  than  V2  thereof  or 
2  percent,  by  count,  of  all  the  units  may 
be  seriously  blemished; 

(4)  With  respect  to  sliced  lengthwise 
style,  not  more  than  2  percent,  by  weight, 
of  blemished  units,  and  of  such  2  percent 
not  more  than  V2  thereof  or  1  percent,  by 
weight,  of  all  the  units  may  seriously 
blemished;  and  that 


<5>  With  respect  to  sliced  lengthwise 
style,  the  pods  are  reasonably  well  sliced. 

<d)  <C)  classification.  If  the  frozen 
beans  are  fairly  free  from  defects,  a  score 
of  28  to  31  points  may  be  given.  Frozen 
beans  that  fall  into  this  classification 
shall  not  be  graded  above  U.  S.  Grade  C 
or  U.  S.  Standard,  regardless  of  the  total 
score  for  the  product  (this  is  a  limiting 
rule).  “Fairly  free  from  defects”  means 
that  extraneous  vegetable  material,  loose 
seeds  and  pieces  of  seeds,  small  pieces, 
and  damaged  units  may  be  present  that 
do  not  seriously  affect  the  appearance  or 
eating  quality  of  the  product,  and  that: 

(1)  For  each  10  ounces,  net  weight,  of 
units  there  may  be  present  not  more  than 
5  unstemmed  units; 

(2)  With  respect  to  whole  beans,  not 
more  than  10  percent,  by  count,  of  blem¬ 
ished  units,  and  of  such  10  percent  not 
more  than  %  thereof  or  5  percent,  by 
<x>unt,  of  all  the  units  may  be  seriously 
blemished; 

(3)  With  respect  to  cut.  short  cut,  and 
mixed  styles,  not  more  than  8  percent, 
by  count,  of  blemished  units,  and  of  such 
8  percent  not  more  than  Mi  thereof  or  4 
percent,  by  count,  of  all  the  units  may 
be  seriously  blemished; 

(4)  With  respect  to  sliced  lengthwise 
style,  not  more  than  8  percent,  by  weight, 
of  blemished  units,  and  of  such  8  percent 
not  more  than  *72  thereof  or  4  percent, 
by  weight,  of  all  the  units  may  be  seri¬ 
ously  blemished;  and  that 

(5)  With  respect  to  sliced  lengthwise 
style,  the  pods  are  fairly  well  sliced. 

(e)  (SStd.y  classification.  Frozen 
beans  that  fail  to  meet  the  requirements 
of  paragraph  (d)  of  this  section  may  be 
given  a  score  of  0  to  27  points  and  shall 
not  be  graded  above  Substandard,  re¬ 
gardless  of  the  total  score  for  the  prciduct 
(this  is  a  limiting  rule) . 

5  52.2329  Character — (a)  General. 
The  factor  of  character  refers  to  the  ma¬ 
turity  as  reflected  in  the  development  of 
the  seed  and  pod.  to  the  tenderness  of 
the  pods,  the  freedom  from  tough 
strings,  and  the  appearance  of  the  pods 
with  respect  to  sloughing.  “Tough 
strings”  means  strings  or  pieces  of  string 
at  least  V2  inch  in  length  removed  from 
the  cooked  frozen  bean  which  will  sup¬ 
port  a  V2  pound  weight  for  not  less  than 
5  seconds. 

(b)  (il)  classification.  Frozen  beans 
that  possess  a  good  character  may  be 
given  a  score  of  36  to  40  points.  “Good 
character”  means  that  the  seeds  are  in 
the  early  stage  of  maturity,  the  units  are 
not  more  than  slightly  affected  by 
sloughing,  are  tender,  the  pods  are  full 
fleshed  for  the  variety,  and  that: 

(1)  With  respect  to  whole,  cut.  short 
cut.  and  mixed  styles,  not  more  than  2 
percent,  by  coimt,  of  all  the  units  may 
possess  tough  strings,  and  that 

(2)  With  respect  to  sliced  lengthwise 
style,  not  more  than  2  i^rcent,  by  weight, 
of  all  the  units  may  possess  tough 
strings. 

(c)  (B)  classification.  If  the  frozen 
beans  possess  a  reasonably  good  char¬ 
acter,  a  score  of  32  to  35  points  may  be 
given.  Flozen  (whole,  cut,  short  cut, 
and  mixed  styles)  beans  that  fall  into 
this  classification,  scoring  less  than  34 


points,  Shan  not  be  graded  above  U.  s. 
Grade  B  or  U.  8.  Extra  Standard,  regard¬ 
less  of  the  total  score  for  the  product 
(this  is  a  partial  limiting  rule  which  does 
not  aiH>ly  to  sliced  lengthwise  style). 
“Reasonably  good  character”  means  that 
the  seeds  may  have  passed  the  early 
stage  of  maturity  and  have  not  reached 
the  late  stage  of  maturity,  the  units  are 
not  materially  affected  by  sloughing,  are 
reasonably  tender,  the  pods  may  have 
lost  to  some  extent  their  fleshy  structure, 
and  that: 

(1)  With  respect  to  whole,  cut,  short 
cut,  and  mixed  styles,  not  more  than  4 
percent,  by  count,  of  all  the  units  may 
possess  tough  strings,  and  that 

(2)  With  respect  to  sliced  lengthwise 
style,  not  more  than  4  percent,  by  weight, 
of  all  the  units  may  possess  tough  strings. 

(d)  (C)  classification.  If  the  frozen 
beans  possess  a  fairly  good  character,  a 
score  of  28  to  31  points  may  be  given 
Frozen  beans  that  fall  into  this  classifi¬ 
cation  shall  not  be  graded  above  U.  S. 
Grade  C  or  U.  S.  Standard,  regardless 
of  the  total  score  for  the  product  (this 
is  a  limiting  rule).  “Fairly  good  char¬ 
acter”  means  that  the  seeds  may  be 
nearly  mature,  that  the  units  are  not 
seriously  affecting  by  sloughing,  are 
fairly  tender,  the  pods  may  have  lost 
to  a  considerable  extent  their  fleshy 
structure,  and  that: 

(1)  With  respect  to  whole,  cut,  short 
cut  and  mixed  styles,  not  more  than  6 
percent,  by  count,  of  all  the  units  may 
possess  tough  strings,  and  that 

(2)  With  respect  to  sliced  lengthwise 
style,  not  more  than  8  percent,  by  weight, 
of  all  the  units  may  possess  tough 
strings. 

(e)  (SStd.)  classification.  Frozen 
beans  that  fail  to  meet  the  requirements 
of  paragraph  (d)  of  this  section  may  be 
given  a  score  of  0  to  27  points  and  shall 
not  be  graded  stbove  Substandard,  re¬ 
gardless  of  the  total  score  for  the  prod¬ 
uct  (this  is  a  limiting  rule). 

LOT.  CERTIFICATION  TOLERANCES 

!  52.2330  Tolerances  for  certification 
of  officially  drawn  samples,  (a)  When 
certifying  samples  that  have  been  offi¬ 
cially  drawn  and  which  represent  a  spe¬ 
cific  lot  of  frozen  beans,  the  grade  for 
such  lot  will  be  determined  by  averaging 
the  total  scores  of  the  containers  com¬ 
prising  the  sample,  if,  with  respect  to  the 
containers  comprising  the  sample: 

(1)  Not  more  than  one-sixth  of  the 
containers  fails  to  meet  the  grade  indi¬ 
cated  by  the  average  of  such  total  scores; 

(2)  None  of  the  containers  falls  more 
than  4  points  below  the  minimum  score 
for  the  grade  indicated  by  the  average 
of  such  total  scores; 

(3)  None  of  the  (mntainers  falls  more 
than  one  grade  below  the  grade  indicated 
by  the  average  of  such  total  scores; 

(4)  The  average  score  of  all  containers 
for  any  factor  subject  to  a  limiting  rule  is 
within  the  score  range  of  that  factor  for 
the  grade  indicated  by  the  average  of 
such  total  scores;  and 

(5)  All  containers  meet  all  applicable 
standards  of  quality  promulgated  by  the 
Federal  Food,  Drug,  and  Ctosmetic  Act 
and  in  effect  at  the  time  of  the  aforesaid 
certification. 


Tuesday,  January  19,  1954 


FEDERAL  REGISTER 


333 


SCORE  SHEET 

S  52.2331  Score  sheet  for  frozen  green 
beans  and  frozen  wax  beans. 


8i»  and  kind  of  container . 

CojitaiiU'r  marks  or  identiflcatlon. 


Net  weight  (ounce.s). 
Type  (round  or  flat) . 
Color  (green  or  war), 
Style . . 


Factors 

Score  points  j 

20 

f(A)  18-20 

(H)  16-17 

(C)  >  14-15 

(SStd.)  *0-13 

(A)  36-40 

(B)  *  32-35 

(0)  *  28-31 

(SStd.)  *0-27 

(A)  36-40 

(B)  >32-35 

(C)  *  28-31 
(SStd.)  *0-27 

40 

40 

100 

Grade . 

Flavor  and  odor. 


>  Indicates  limiting  rule. 

>  Lidlcatca  l>artial  limiting  rule. 

Done  at  Washington,  D.  C.,  this  13th 
day  of  January  1954. 

[seal]  Roy  W.  Lennartson, 

Deputy  Administrator, 
Agricultural  Marketing  Service. 

[F.  R.  Doc.  54-351;  Filed,  Jan.  18,  1954; 
8:49  a.  m.J 


[7  CFR  Parts  904,  934,  947,  996, 
999  1 

(Docket  Noe.  A(>-14-A22;  AO-83-A18; 

AO-203-A4;  AO-204-A4:  AO-113-A151 

Mn,K  IN  THE  Greater  Boston,  Lowell- 
Lawrence,  Springfield,  Worcester, 
AND  Fall  River,  Massachusetts,  Mar¬ 
keting  Areas 

NOTICE  OF  RECOMMENDED  DECISION  AND 

opportunity  to  file  written  excep¬ 
tion  thereto  with  RESPECT  TO  PROPOSED 
MARKETING  AGREEBIENTS  AND  PROPOSED 
ORDERS  AMENDING  THE  ORDERS,  AS  NOW  IN 
effect,  regulating  HANDLING 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.) , 
and  the  applicable  rules  of  practice  and 
procedure,  as  amended,  governing  pro¬ 
ceedings  to  formulate  marketing  agree  - 
nients  and  marketing  orders  (7  CFR 
Part  900),  notice  is  hereby  given  of  the 
filing  with  the  Hearing  Clerk  of  this 
recommended  decision  of  the  Deputy 
Administrator,  Agricultural  Marketing 
Service,  United  States  Department  of 
Agriculture,  with  respect  to  proposed 
marketing  agreements  and  proposed 
amendments  to  the  orders,  as  now  in 
effect,  regulating  the  handling  of  milk 
m  the  Greater  Boston,  Lowell -Lawrence, 
Springfield,  Worcester,  and  Pall  River, 
Massachusetts,  marketing  areas. 

Interested  parties  may  file  written 
®xceptions  to  this  recommended  decision 
^ith  the  Hearing  Clerk,  Room  1353, 
South  Building,  United  States  Depart¬ 
ment  of  Agriculture.  Washington  25, 


D.  C.,  not  later  than  the  close  of  business 
on  the  10th  day  after  the  publication  of 
this  recommended  decision  in  the  Fed¬ 
eral  Register.  Exceptions  should  be 
filed  in  quadruplicate. 

Preliminary  statement.  A  public 
hearing,  on  the  record  of  which  the  pro¬ 
posed  marketing  agreements  and  the 
proposed  orders  were  formulated  was 
called  by  the  Production  and  Marketing 
Administration.  United  States  Depart¬ 
ment  of  Agriculture,  following  receipt  of 
petitions  filed  on  behalf  of  the  majority 
of  producers  and  by  several  handlers  in 
the  five  markets.  The  public  hearing 
was  held  in  Worcester.  Massachusetts, 
on  September  30;  and  Boston,  Massa¬ 
chusetts,  on  October  1  and  2,  1953  pur¬ 
suant  to  a  notice  duly  published  in  the 
Federal  Register  (18  F.  R.  5652). 

The  material  issues  considered  at  the 
hearing  were  concerned  with  the  follow¬ 
ing: 

1.  The  definition  of  “receiving  plant** 

2.  The  level  and  basis  of  pricing  Class 
II  milk 

3.  The  allocation  and  pricing  of  milk 
from  other  Federal  order  markets  and 
from  unregulated  sources 

4.  The  nearby  location  differential 
areas 

5.  Marketing  service  assessment  un¬ 
der  the  Boston  order 

6.  Extension  of  the  exempt  milk  defi¬ 
nition 

7.  A  base  excess  price  plan  for  the 
Fall  River  market 

8.  Administrative  changes 

Findings  and  conclusions.  The  fol¬ 
lowing  findings  and  conclusions  on  the 
material  issues  are  based  upon  evidence 
contained  in  the  record  of  the  hearing: 

1.  Definition  of  receiving  station.  The 
present  receiving  plant  definitions  of 
the  Greater  Boston,  Lowell-Lawrence, 
Worcester,  and  Springfield  orders  should 
be  expianded  to  include  a  plant  where 
milk  is  received  in  bulk  from  tank  trucks 
which  pick  up  such  milk  from  the  bulk 
farm  tanks  of  individual  dairy  farmers. 
The  present  receiving  plant  is  restricted 
by  definition  to  a  plant,  where  among 
other  things,  milk  is  received  in  cans 
direct  from  dairy  farms. 

At  the  present  time  considerable  at¬ 
tention  is  being  focused  on  the  installa¬ 
tion  of  bulk  farm  tanks  into  which  the 
individual  farmer  places  his  milk,  im¬ 
mediately  after  milking,  for  cooling  and 
holding,  and  from  which  the  hauler 
transfers  the  milk  to  a  tank  truck  for 
delivery  to  the  milk  plant.  This  type 
of  handling,  commonly  called  “bulk  tank 
pickup”,  is  in  its  initial  phases  of  develop¬ 
ment  in  the  New  England  area  and  while 
it  is  a  subject  of  great  interest,  it  is  im¬ 
possible  at  this  stage  of  development 
to  envision  its  ultimate  impact  on  the 
handling  and  processing  operations  of 
the  fluid  milk  industry.  Many  prob¬ 
lems,  particularly  with  reference  to  haul¬ 
ing  rates  and  diversions,  will  undoubtedly 
be  precipitated  as  application  of  the 
method  develop>s.  At  this  time  the  form 
and  extent  of  the  problems  which  may 
arise  are  speculative  and  it  is  unwise  to 
make  anticipatory  changes  in  the  order 
language  based  on  conjecture.  Such 
a  cause  of  action  could  result  in  strangu¬ 
lation  of  the  process  or  unduly  promote 


it.  It  is  concluded,  therefore,  that  a 
decision  on  these  matters  should  be 
deferred  until  a  later  date  when  experi¬ 
ence  will  indicate  the  necessary  order 
revisions.  In  the  meantime,  however, 
in  order  that  producers  of  such  milk 
disposed  of  to  plants  associated  with  the 
fluid  milk  operation  of  the  Boston  and 
three  secondary  markets  may  continue 
to  be  producers  under  the  terms  of  their 
respective  orders  with  the  privilege  of 
sharing  in  the  equalization  pools,  and 
the  plants  may  continue  as  pool  plants, 
the  receiving  plant  definition  in  each  of 
these  orders  should  be  extended  to  in¬ 
clude  a  plant  where  the  commingled 
milk  of  individual  dairy  farmers  is  re¬ 
ceived  in  bulk  tank  trucks  direct  from 
the  dairy  farmers’  farms. 

Under  a  bulk  tank  type  of  pickup,  milk 
of  individual  producers  is  commingled  in 
the  bulk  tank  truck  at  the  time  the  milk 
is  drawn  from  the  farm  tank.  Once  the 
milk  leaves  the  farm  tank  it  loses  its  in¬ 
dividual  identity.  Hence  any  verification 
program  with  reference  to  weights  and 
tests  must  begin  at  the  farm  tank  itself. 
In  order  that  the  market  administrator 
can  effectively  carry  out  his  responsibil¬ 
ities  in  this  regard  he  must  be  advised 
promptly  whenever  a  producer  installs 
a  farm  tank  and  initiates  bulk  tank  ship¬ 
ments.  The  reporting  provisions  should, 
therefore,  be  amended  to  place  the  re¬ 
sponsibility  of  notification  on  the  indi¬ 
vidual  handler  to  whom  the  producer 
disposes  of  his  milk. 

2.  Class  II  prices.  The  provisions  of 
the  orders  which  establish  floor  prices 
for  Class  n  milk  should  be  amended  to 
provide  a  floor  at  the  level  of  prices  being 
paid  at  all  manufacturing  plants  in  the 
United  States  on  a  month  to  month 
basis.  Although  the  long  time  floor  price 
feature  presently  contained  in  the  sev¬ 
eral  New  England  orders  tends  to  main¬ 
tain  prices  for  Class  n  milk  in  the  Bos¬ 
ton  area  in  line  with  the  United  States 
manufacturing  milk  price,  it  is  possible 
for  the  month  to  month  prices  in  the 
Boston  area  to  become  seriously  out  of 
line  with  the  national  average.  These 
differences  are  largely  a  result  of  varia¬ 
ble  cream  price  quotations  when  very 
little  cream  Is  being  purchased  for  the 
Boston  market  from  sources  outside  the 
pool. 

The  record  shows  that  in  periods  of 
several  months’  duration  the  Boston 
Class  n  price  has  dropped  below  the  level 
of  prices  paid  at  manufacturing  plants, 
even  after  allowance  is  made  for  the  dif¬ 
ferent  seasonality  of  the  two  price 
series.  'The  floor  price  factor  based  on 
a  12-month  average  has  failed  to  reflect 
the  divergence  of  the  Boston  Cfiass  II 
price  at  the  time  the  price  dropped  below 
the  manufacturing  plant  price  to 
producers. 

At  the  time  the  present  floor  price 
feature  was  considered  for  the  Boston 
order  in  1951,  the  series  of  United  States 
manufacturing  milk  prices  had  been 
available  only  for  a  limited  period,  and 
there  was  some  uncertainty  concerning 
the  short  time  relationship  between  this 
price  series  and  the  Boston  price.  We 
now  have  data  for  seven  full  years  to 
compare  the  Class  11  price  with  this 
price  series  for  manufacturing  milk 
purchased  at  plants  throughout  the 
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United  States.  With  the  data  now  avail¬ 
able  it  is  possible  to  calculate  the  normal 
difference  in  the  seasonal  pattern  of  the 
Boston  Class  n  prices  and  the  prices  paid 
at  manufacturing  plants  in  the  United 
States.  By  applying  this  normal  sea¬ 
sonal  adjustment  factor  to  current  prices 
it  is  possible  to  judge  whether  the  level 
of  the  Class  II  price  has  fallen  below  the 
average  of  prices  paid  at  these  manu¬ 
facturing  plants. 

The  adoption  of  a  floor  price  related 
to  the  current  level  of  prices  paid  at 
manufacturing  plants  rather  than  a  12- 
month  average  should  not  affect  the 
price  level  over  a  period  of  time.  In 
periods  of  declining  prices  the  current 
floor  price  would  be  lower  than  the  12- 
month  average  and  in  periods  of  rising 
prices  the  floor  price  based  on  a  current 
relationship  of  prices  would  be  higher. 
The  floor  price  feature  based  on  current 
prices  would  establish  a  minimum  price 
for  Class  II  milk  in  the  Boston  market 
in  line  with  current  prices  for  milk  used 
in  manufacturing  in  the  country  as  a 
whole. 

A  floor  pricing  mechanism  based  on 
current  conditions  is  needed  also  to  es¬ 
tablish  Class  n  prices  for  New  England 
markets  in  those  periods  when  cream 
purchases  are  insuflBcient  upon  which  to 
rely  for  pricing  the  large  quantity  of 
surplus  milk  available  in  the  region. 

Certain  proponents  of  revisions  in  the 
floor  price  provisions  relating  to  the 
Class  n  price  asked  that  the  floor  be 
established  at  the  level  of  price  estab¬ 
lished  for  milk  utilized  to  make  salted 
butter  and  Cheddar  cheese  during  the 
period  April  through  July.  Others  re¬ 
quested  that  the  floor  be  established  at 
the  level  of  prices  paid  at  a  selected 
group  of  evaporated  milk  plants  in  the 
midwestem  dairy  region.  Either  of  these 
proposals  if  adopted  would  raise  the  price 
of  Class  U  milk  primarily  in  the  season 
of  flush  milk  production  without  affect¬ 
ing  the  price  materially  in  other  pe¬ 
riods  of  the  year.  The  evidence  in  this 
record  supports  the  need  for  a  year 
around  floor  under  the  Class  II  price 
rather  than  a  reduction  in  the  seasonal 
variable  by  raising  only  the  flush  season 
prices.  It  would  be  possible  to  apply  a 
seasonal  adjustment  factor  to  either  the 
prices  paid  at  plants  which,  manufac¬ 
ture  evaporated  milk,  butter  and  cream¬ 
ery  by-products,  or  American  cheese. 
However,  the  price  series  presently  used 
to  compute  floor  prices  reflects  the  prices 
paid  at  all  of  these  types  of  plants.  The 
record  fails  to  show  any  need  for  relating 
the  floor  price  to  prices  paid  at  only  cer¬ 
tain  types  of  manufacturing  plants.  It 
appears  therefore,  that  the  floor  price 
should  continue  to  be  computed  on  the 
basis  of  the  price  series  reflecting  sev¬ 
eral  types  of  milk  manufacturing  opera¬ 
tions. 

One  diflBculty  in  utilizing  this  price 
series  on  a  current  basis  is  the  fact  that 
the  price  does  not  become  available  until 
nearly  the  end  of  the  month  in  which 
the  milk  was  purchased  from  farmers. 
However,  it  is  possible  to  compute  the 
relationship  between  gross  market  values 
of  butter  and  powder  as  related  to  this 
pay  price  to  producers  during  the  pre¬ 
ceding  delivery  period.  By  making  such 
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a  comparison  for  the  latest  two  months 
for  which  data  are  available  a  moving 
allowance  can  be  constructed  which  may 
be  applied  to  the  gross  market  values  of 
butter  and  powder  based  on  the  current 
month’s  operation.  In  making  the  com¬ 
parison  with  Boston  prices  the  different 
seasonal  pattern  of  the  Boston  Class  II 
price  and  the  United  States  manufac¬ 
turing  milk  price  should  be  taken  into 
account. 

A  comparison  of  the  simple  average 
of  the  difference  between  the  prices  for 
Class  II  milk  under  the  Boston  order  and 
the  United  States  manufacturing  milk 
price,  adusted  by  direct  ratio  to  a  3.7 
percent  butterfat  test,  for  the  years  1949 
through  1952  shows  the  Boston  price  de¬ 
viated  by  months  by  the  following 
amounts: 

Cents  Cents 


January _ _  +11 

February _ _  + 10 

March  _  —7 

April _  —11 

May  _  —14 

June _ —13 


July  - +6 

August  _  +15 

September  ___  +12 

October _ _  +14 

November _ _  + 15 

December  +15 


This  variable  pattern  of  Class  II  prices 
encourages  handlers  to  accept  milk  in 
excess  of  Class  I  requirements  during 
the  months  when  seasonally  excessive 
supplies  normally  exist.  On  the  other 
hand  as  supplies  relative  to  Class  I  sales 
decline  seasonally  the  Class  II  prices  are 
normally  higher  than  the  United  States 
average  for  manufacturing  milk.  This 
difference  in  the  seasonal  pattern  of 
prices  should  be  applied  to  the  calculated 
allowance. 

Although  a  simple  comparison  of  these 
seasonal  adjustment  factors  appears  to 
indicate  a  higher  Boston  Class  II  price 
than  the  United  States  manufacturing 
milk  prices,  the  seasonal  pattern  of 
prices  in  the  Boston  market  results  in  a 
lower  weighted  average  figure  for  all 
milk  going  into  regular  Class  II  uses 
as  compared  to  a  weighted  average  of 
all  milk  for  manufacturing  in  United 
States  plants,  which  is  handled  on  a  less 
seasonal  basis.  We  do  not  have  informa¬ 
tion  in  this  record  on  which  to  establish 
the  exact  pattern  of  seasonal  deliveries 
to  manufacturing  plants  in  the  United 
States.  It  may  be  assumed  that  such  de¬ 
liveries  would  more  nearly  resemble  the 
pattern  of  all  deliveries  by  producers  to 
Boston  pool  plants  than  the  pattern  of 
Class  II  milk.  On  that  assumption,  by 
weighting  the  seasonal  adjustment  fac¬ 
tors  recommended  herein  by  the  dif¬ 
ference  in  the  seasonal  variation  of  the 
United  States  manufacturing  milk  vol¬ 
umes  and  the  Boston  Class  II  milk  utili¬ 
zation.  the  recommended  factors  would 
have  raised  the  annual  price  level  ap¬ 
proximately  2Y2  cents  in  1952.  Accord¬ 
ingly  a  factor  of  minus  3  cents  should 
apply  to  this  floor  price  formula. 

A  simple  comparison  of  the  Class  n 
price  with  the  United  States  average  fur¬ 
thermore  does  not  take  into  account  the 
fact  that  the  level  of  the  annual  return 
for  Class  n  milk  in  recent  years  has  been 
reduced  from  Vz  cent  to  2  cents  per 
hundredweight  as  a  result  of  the  lower 
prices  established  for  milk  which  is  uti¬ 
lized  in  salted  butter  and  Cheddar  type 
cheeses  during  certain  months  in  the 
Boston  market. 


The  formula  proposed  herein  could  be 
estimated  in  advance  by  the  use  of  mar* 
ket  quotations  for  butter  and  nonfat  dry 
milk  solids.  The  nonfat  dry  milk  solids 
price  used  in  the  floor  formula  is  the 
same  quotation  presently  used  in  the 
Class  n  pricing  formula.  The  current 
adjustment  for  butterfat  price  changes 
would  be  determined  on  the  basis  of  92 
score  butter  on  the  Chicago  wholesale 
market.  Since  handlers  indicated  that 
cream  is  generally  purchased  at  a  dif. 
ferential  based  on  that  quotation,  this 
factor  is  well  known  by  handlers  and  is 
constantly  referred  to  in  price  quota¬ 
tions.  By  using  the  gross  allowance  to 
handlers  indicated  by  the  United  States 
average  manufacturing  milk  price  for 
the  flrst  preceding  month  as  well  as  the 
current  month,  the  erratic  variations  in 
this  factor  are  reduced  and  handlers  by 
knowing  the  previous  months’  factor 
have  a  good  basis  for  predicting  the  price 
in  advance  of  its  announcement.  There 
is  some  lag  in  the  adjustment  of  the 
formula  price  to  the  level  of  the  manu¬ 
facturing  plant  prices  because  of  the  use 
of  the  previous  month  gross  allowance 
along  with  the  current  month  allowance, 
The  disadvantages  of  this  lag  are  offset, 
however,  by  the  greater  certainty  ob¬ 
tained  in  predicting  the  price. 

'The  proposed  floor  would  have  estab¬ 
lished  slightly  higher  prices  for  Class  n 
milk  during  the  months  October  1949 
through  June  1950,  a  period  in  which  the 
cream  purchases  on  which  the  Boston 
weighted  average  price  is  computed  were 
relatively  small.  Cream  purchases 
moved  up  substantially  in  the  last  half 
of  1950  and  in  those  months  the  Boston 
Class  II  price  exceeded  the  proposed 
floor.  Cream  purchases  were  low  in  1951 
until  November  and  in  that  year  the  floor 
price  would  have  established  the  Class  n 
price  at  slightly  higher  levels  in  each 
month  from  January  through  Septem¬ 
ber  except  the  month  of  June.  The  in¬ 
dicated  adjustment  in  this  period  varied 
from  0.8  cent  to  7.6  cents. 

The  most  important  change  in  the 
price  in  recent  years  would  have  resulted 
under  the  proposed  formula  during  the 
period  November  1952  through  March 
1953,  The  adjustments  in  each  of  those 
months  would  have  increased  the  price 
2.9  cents  in  November,  9.5  cents  in  De¬ 
cember,  11.3  cents  in  January,  13.1  cents 
in  February  and  4.7  cents  in  March. 
This  was  a  period  in  which  cream  re¬ 
ceipts  were  exceptionally  low  for  the 
period  of  the  year.  In  both  January  and 
February  there  were  less  than  7,000  cans 
of  cream  purchased  from  nonpool  sources 
by  Boston  cream  buyers. 

The  recommended  formula  for  estab¬ 
lishing  a  floor  price  should  be  used  also 
to  determine  the  Class  II  price  whenever 
the  Boston  weighted  average  cream  pri« 
is  not  reported.  As  heretofore  stated 
the  floor  price  feature  is  needed  particu¬ 
larly  when  cream  purchases  are  below 
normal  and  it  is  reasonable  therefore  to 
use  it  directly  when  the  market  is  too 
thin  to  warrant  a  quotation. 

In  the  absence  of  a  cream  quotation 
the  butterfat  differential  should  be  com¬ 
puted  by  multiplying  the  average  price 
for  the  period  of  92  score  butter  sold 
wholesale  at  Chicago  by  1.25  to  determine 
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a  value  per  pound  of  butterfat.  This 
factor  will  approximate  the  butterfat 
differential  computed  at  present  price 
levels  on  the  cream  price  quotation. 

The  recommended  changes  in  the  Bos¬ 
ton  Class  II  price  and  butterfat  differ¬ 
ential  should  be  adopted  also  in  the  sim. 
ilar  provisions  of  the  orders  regulating 
the  handling  of  milk  in  the  Fall  River. 
Lowell  -  Lawrence,  Springfield  and 
Worcester  markets. 

No  other  changes  should  be  made  at 
this  time  in  these  secondary  market  Class 
n  prices.  At  the  present  time  the  sec¬ 
ondary  market  city  plant  Class  n  prices 
are  established  at  the  Boston  country 
plant  level,  plus  the  cost  of  shipping 
cream  to  the  market.  A  producer  co¬ 
operative  association  proposed  that  the 
secondary  market  Class  n  city  plant 
prices  be  increased  to  the  level  of  the 
Boston  city  plant  price  which  is  38.1 
cents  above  the  201-210  mile  zone 
country  plant  price. 

Since  most  of  the  milk  supply  In  the 
secondary  markets  is  received  directly  at 
the  city  plants  the  problem  of  disposing 
of  surplus  milk  at  city  plants  is  essen¬ 
tially  the  same  as  that  at  Boston  country 
plants.  Butterfat  is  sold  as  fluid  cream 
or  is  frozen  and  stored  for  later  disposi¬ 
tion  while  skim  milk  is  primarily  disposed 
of  as  nonfat  dry  milk  powder  in  compe¬ 
tition  with  products  manufactured  at 
Boston  country  plants  or  in  other  surplus 
production  areas.  Accordingly  it  is  con¬ 
cluded  that  the  Class  II  price  for  secon¬ 
dary  market  city  plants  should  be  main¬ 
tained  in  its  present  relationship  with 
Boston  country  plant  prices. 

A  handler  operating  under  the  Fall 
River  order  proposed  that  in  the  com¬ 
putation  of  his  uniform  price  the  price 
actually  received  for  Class  II  milk  dis¬ 
posed  of  through  a  producers’  associa¬ 
tion  be  used  in  lieu  of  the  specified  order 
price.  He  contended  that  he  does  not 
realize  the  full  Class  II  price  from  the 
sale  of  such  milk  and.  accordingly  he 
should  not  be  so  charged.  The  evidence 
presented  in  connection  with  proposals 
involving  the  level  of  Class  n  price,  and 
discussed  elsewhere  in  this  decision,  sup¬ 
port  a  strengthening  of  this  price.  Ac¬ 
cordingly  the  proposal  is  denied. 

3,  Classification  and  pricing  of  milk 
from  nonproducer  sources.  The  as¬ 
signment  provisions  of  the  Boston,  Low- 
ell-Lawrence,  Springfield  and  Worces¬ 
ter  orders  should  be  amended  to  permit 
the  assignment  of  receipts  from  New 
York  order  pool  plants  to  Class  I  only 
to  the  extent  of  their  classification  and 
actual  pricing  as  pool  milk  in  Class  I-A 
or  I-B  at  the  New  York  order  plant.  The 
assignment  provisions  of  the  New  York' 
order  are  so  constructed  that  milk  may 
be  classified  without  actually  being 
priced.  As  a  result  milk  classified  as  I-A 
or  I-B,  but  actually  unpriced  under  the 
New  York  order  passes  through  New 
York  pool  plants  and  into  pool  plants 
under  the  New  England  orders.  Milk  so 
handled  replaces  regular  producer  milk 
in  Class  I  under  the  New  England  orders 
and  may  be  obtained  at  considerable 
saving  in  cost  to  the  handler. 

Only  that  milk  classified  as  I-A  or  I-B 
for  which  the  market  administrator  is 
furnished  documentary  proof  of  actual 


pricing  In  such  class  should  be  assigned 
to  Class  I  under  the  New  England  orders. 
Since  proof  of  pricing  can  be  furnished 
only  by  the  handler  subject  to  the  New 
York  order  such  receipts  from  New  York 
order  plants  should  be  considered  as 
receipts  of  outside  milk  on  which  the  re¬ 
ceiving  handler  must  pay  the  difference 
between  the  Class  I  and  the  Class  n  price, 
unless  he  obtains  from  the  New  York 
handler  satisfactory  evidence  of  the  fact 
that  the  milk  has  been  priced  under  the 
New  York  order.  If  such  proof  is  not 
furnished  at  the  time  of  the  transaction 
and  the  milk  is  treated  as  outside  milk, 
a  subsequent  audit  adjustment  credit 
would  be  given  the  handler  for  the 
amount  of  reimbursement  due  when  sat¬ 
isfactory  proof  of  actual  pricing  as  Class 
I-A  or  I-B  under  the  New  York  order  is 
furnished. 

The  provisions  of  the  Boston  order 
should  be  revised  to  permit  sales  of 
Class  I  milk  direct  to  consumers  in  the 
Boston  marketing  area  by  Worcester 
handlers  without  payment  to  the  Boston 
pool.  The  Boston  and  Worcester  mar¬ 
keting  areas  are  so  near  one  to  the  other 
that  there  is  considerable  overlapping  of 
retail  routes  of  Boston  handlers  and 
Worcester  handlers.  Under  the  present 
provisions  of  the  two  orders  Worcester 
handlers  must  pay  to  the  Boston  pool 
the  difference  between  the  Class  I  and 
Class  n  prices  on  all  sales  of  Class  I  milk 
which  they  make  within  the  Boston  area 
while  at  the  same  time  all  Class  I  sales 
by  Boston  handlers  in  the  Worcester 
market  also  accrue  to  the  Boston  pool. 
Boston  producers  thus  receive  the  benefit 
of  all  Class  I  sales  in  the  Boston  market 
irrespective  of  plant  or  origin  and  at  the 
same  time  receive  credit  for  all  Class  I 
sales  made  by  Boston  handlers  in  the 
Worcester  market. 

Competition  for  consumer  sales  should 
not  be  discouraged  by  Federal  regulation. 
If  Worcester  handlers  extend  their  sales 
direct  to  consumers  in  the  Boston  area 
such  sales  are  a  part  of  the  regular  fluid 
market  which  Worcester  producers  may 
expect  to  supply.  This  does  not  extend 
to  all  dispositions  of  packaged  Class  I 
milk  products  since  packaging  of  special 
products  is  sometimes  accomplished  in 
one  plant  for  more  than  one  market 
and  would  therefore  not  identify  the  area 
of  a  handler’s  regular  business.  'The 
Worcester  pool  should  therefore  receive 
credit  only  for  Class  I  sales  direct  to  con¬ 
sumers  in  the  Boston  area. 

No  change  should  be  made  in  the 
present  Boston  order  assignment  provi¬ 
sion  to  permit  the  crediting  of  a  Worces¬ 
ter  handler  with  Class  I  sales  resulting 
from  packaged  receipts  from  the  Boston 
pool  plant  of  the  same  handler.  Pro¬ 
ponents  of  a  change  asked  that  the  Wor¬ 
cester  market  be  credited  with  such  sales 
up  to  the  amount  of  bulk  milk  moved 
from  the  secondary  market  plant  to  the 
Boston  plant  of  such  handler.  They 
contended  that  their  proposal  is  merely 
an  extension  of  the  exempt  milk  provi¬ 
sion  as  presently  applied  between  Bos¬ 
ton  handlers  and  nonfederal  unregulated 
plants. 

While  the  transfer  of  milk  between 
Worcester  and  Boston  may  have  some 
aspects  of  the  practices  permitted  under 
the  exempt  milk  provision  the  situation 


Is  fundamentally  different.  Some  Bos¬ 
ton  handlers  who  also  operate  Worcester 
pool  plants  regularly  supply  the  Wor¬ 
cester  requirements  for  special  types  and 
packages  of  milk  from  their  Boston 
plant.  Whenever  their  Worcester  re¬ 
ceipts  exceed  their  requirements  for 
other  fluid  sales  not  regularly  supplied 
from  Boston,  such  excess  milk  is  trans¬ 
ferred  or  diverted  to  the  Boston  plant. 
Accordingly,  while  receipts  from  Boston 
are  continuing,  regular  operations,  diver¬ 
sions  to  Boston  are  varying  and  inter¬ 
mittent.  occurring  usually  as  surplus 
milk  accumulates  in  the  Worcester  mar¬ 
ket.  The  problem  is  one  of  determining 
what  producers  should  receive  credit  for 
sales  made  by  Boston  handlers  through 
their  secondary  market  plant.  A  revi¬ 
sion  in  the  present  scheme  of  allocation 
to  credit  such  sales  to  secondary  markets 
would  represent  a  basic  departure  from 
the  principles  under  which  the  present 
order  relationships  were  established. 
InsufQcient  evidence  was  adduced  in  this 
hearing  to  consider  such  a  fundamental 
revision  at  this  time. 

"The  present  outside  milk  provisions  of 
the  Boston  order  should  be  revised  to 
provide  that  compensatory  payments  on 
outside  milk  be  computed  at  the  differ¬ 
ence  between  the  zone  Class  I  price  and 
the  lowest  price  for  which  such  milk 
might  logically  be  obtained  at  the  plant 
of  origin. 

The  present  order  provisions  provide 
for  a  compensatory  payment  on  outside 
milk  received  at  Boston  City  plants  com¬ 
puted  on  the  basis  of  the  difference 
between  the  Boston  city  plant  Class 
I  and  Class  n  prices.  The  city  plant 
Class  II  price  is  the  201-210  mile  zone 
price  plus  the  milk  freight  to  Boston. 
Under  the  present  scheme  of  pricing  out¬ 
side  milk  Boston  handlers  have  been  able 
to  receive  both  unregulated  milk  and 
milk  regulated  under  other  Federal  or¬ 
ders  at  their  city  plants  at  substantial 
savings  in  cost  over  the  order  prices  for 
such  milk.  Milk  regulated  under  the 
Worcester  order  has  been  regularly  di¬ 
verted  to  a  Boston  city  plant  and  such 
milk  is  priced  approximately  32  cents 
under  the  Boston  city  plant  price.  In 
the  case  of  unregulated  milk  the  primary 
source  of  supply  has  been  nonpool  milk 
from  plants  located  in  the  State  of 
Maine.  As  a  result  of  a  low  price  for 
surplus  milk  in  local  Maine  markets  cer¬ 
tain  Boston  handlers  have  regularly 
shipped  nonpool  milk  to  Boston  in  in¬ 
creasing  volumes.  Although  other  pro¬ 
visions  of  the  Boston  order  require  an 
additional  payment  of  approximately 
13.9  cents  on  each  hundredweight  of 
milk  so  received,  handlers  have  been  able 
to  secure  a  substantial  competitive  ad¬ 
vantage  as  a  result  of  the  saving  in  cost 
of  such  milk  used  for  fluid  sales  in  the 
marketing  area. 

If  outside  milk  is  regularly  received  in 
the  market  because  of  a  monetary  ad¬ 
vantage  which  accrues  to  the  handler  it 
is  obvious  that  producers  of  such  milk 
are  deprived  of  the  actual  use  value  of 
their  milk.  As  regular  suppliers  of  the 
market  they  should  enjoy  the  same  pool¬ 
ing  privilege  as  other  producers  under 
the  order.  Unless  handlers  are  required 
to  pay  prices  equivalent  to  su:tual  order 
prices  for  outside  milk  it  is  likely  that 
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a  greater  and  greater  proportion  of  the 
market  supply  will  come  from  such  non¬ 
pool  sources. 

In  the  absence  of  any  competitive  or 
regulatory  force  which  compels  all  han¬ 
dlers  to  pay  producers  for  milk  used  in 
fluid  outlets  at  a  rate  commensurate  with 
its  value  for  such  use,  the  position  of 
any  handler  who  pays  Class  I  prices  is 
insecure,  if  not  imtenable,  whenever 
cheaper  milk  is  available  to  the  market. 

A  classified  pricing  program  under 
regulation  cannot  hope  to  be  successful 
in  the  long  run  in  insuring  returns  to 
producers  at  rates  contemplated  by  the 
act  if  it  is  possible  for  some  handlers  to 
purchase  outside  milk  at  less  than  the 
Class  I  producer  price  and  sell  it  for 
Class  I  use.  Any  handler  who  finds  him¬ 
self  in  a  situation  where  his  competitors 
pay  less  for  fluid  milk  than  he  pays  will 
be  compelled  to  resort  to  the  same  meth¬ 
ods,  if  possible.  A  price  advantage  in 
using  outside  milk  is  a  compelling  force 
in  prmnoting  its  greater  use  and  as  a 
result  it  is  probable  that  regular  sources 
of  regulated  milk  would  eventually  be 
abandoned  by  handlers,  thus  creating 
insecurity  for  themselves,  producers, 
and  consumers  alike. 

Sale  of  lower  priced  milk  and  conse¬ 
quent  displacement  of  producer  milk  can 
occur  under  the  order  if  plants  distribut¬ 
ing  milk  in  the  marketing  area  simply 
shift  their  purchases  of  milk  to  unregu¬ 
lated  sources.  By  restricting  or  discon¬ 
tinuing  purchases  of  milk  from  regulated 
sources,  a  handler  could  distribute  such 
lower  priced  milk  as  Class  I.  Alterna¬ 
tive  supplies  of  milk  for  the  purpose 
might  obtained  from  any  unregulated 
source  which  was  acceptable  to  the  ap¬ 
propriate  health  authority  in  the  mar¬ 
keting  area.  Such  sources  would  not 
become  regulated  tmless  they  met  the 
pooling  requirements  for  supply  plants 
and  the  handler  had  not  requested  a 
nonpool  plant  status. 

Producer  milk  might  also  be  displaced 
to  the  extent  that  handlers  not  qualified 
under  the  performance  standards  of  the 
order  distributed  milk  directly  to  con¬ 
sumers  in  the  marketing  area.  This 
would  be  possible  to  some  extent,  under 
the  provisions  of  the  order,  since  a 
distributing  plant  must  sell  certain  mini¬ 
mum  percentages  of  its  milk  in  the  mar¬ 
keting  area  in  order  to  qualify  for 
pooling. 

It  is  concluded,  therefore,  that  the 
compensation  provisions  of  the  order  are 
necessary  to  insure  against  the  displace¬ 
ment  of  producer  milk  for  the  purpose 
of  cost  advantage.  This  is  essential  to 
preserve  uniformity  of  pricing  to  all 
handlers  under  the  classified  pricing 
program  of  the  order.  If  intermittent 
supplies  are  not  to  be  subject  to  the  full 
regulation  of  the  order,  there  is  no  choice 
as  to  what  type  of  provision  can  be  used 
for  this  purpose  since  minimum  class 
prices  may  not  be  set  under  the  order 
for  handlers  who  do  not  particijjate  in 
market-wide  equalization.  The  only 
alternative  is  to  levy  a  charge  against 
unpriced  milk  to  the  extent  necessary 
for  the  removal  of  any  advantage  there 
may  be  in  using  unr^ulated  milk  in 
Class  I  instead  of  regulated  producer 
milk. 


Several  methods  might  be  suggested 
for  determining  what  rate  of  compensa¬ 
tion  payment  would  be  appropriate. 
One  of  these  is  to  ascertain  the  actual 
cost  to  the  regulated  handler  of  milk 
which  he  purchases  from  imregulated 
plants  and  charge  as  a  compensation 
pasment  any  amount  by  which  the  Class 
I  price  exceeded  the  cost  of  the  unregu¬ 
lated  milk  used  in  Class  L  Such  a 
scheme  is  not  sound  from  the  standpoint 
of  administrative  feasibility  and  it  would 
not  necessarily  remove  the  advantage  in 
using  unregulated  milk  even  though  it 
were  feasible.  Billing  prices  between 
dealers  may  not  represent  actual  cost. 
In  the  case  of  a  firm  which  owns  or  con¬ 
trols  pool  plants  under  the  Boston  order 
as  well  as  unregulated  plants,  the  rate 
of  payment  fn»n  one  plant  to  another 
if  any  w’ere  made  would  have  little  or  no 
significance.  If  such  a  provision  were 
to  be  adopted,  the  billing  rate  might  be 
deliberately  set  in  each  instance  at  a 
level  which  would  avoid  any  payments 
without  regard  to  ^e  value  of  the  milk. 

A  handler  having  no  unregulated 
plants  would  no  doubt  find  it  possible  to 
arrange  a  billing  price  on  purchased  milk 
which  would  avoid  any  compensatory 
pa3rments.  If  a  handler  had  the  choice 
of  paying  money  to  the  market-wide 
pool  or  to  a  person  from  W'hom  he  was 
buying  milk,' he  would  probably  choose 
the  latter.  A  kick-back  arrangement  or 
offsetting  purchase  and  sale  might  read¬ 
ily  be  arranged,  perhaps  through  a  third 
party.  Since  the  billing  price  for  milk 
would  be  a  selfserving  figure  for  both 
parties  to  the  transaction,  it  would  be 
virtually  impossible  to  ascertain  that  it 
represented  true  cost  to  the  purchaser. 

If  the  stated  purchase  price  were  a 
true  cost,  it  would  still  not  fulfill  the 
purpose  of  removing  the  advantage  to 
unregulated  milk  to  base  compensation 
pasnnents  on  the  difference  between  such 
price  and  the  Class  I  price.  The  record 
discloses  that  sales  of  priced  milk  be¬ 
tween  regulated  handlers  ordinarily 
take  place  at  the  clsuss  price  plus  a  han¬ 
dling  charge.  This  handling  charge 
may  vary  according  to  circumstances, 
but  represents  a  payment  to  the  receiver 
of  the  milk  to  offset  his  purchasing  and 
handling  costs,  such  as  receiving,  weigh¬ 
ing,  testing  and  cooling  the  milk,  paying 
the  producers,  profit  margin,  and  so  on. 
The  cost  of  receiving  the  milk  in  bulk 
form  is  somewhat  less  than  receiving  it 
from  producers.  Thus,  in  order  to  re¬ 
move  the  advantage  to  unregulated  milk, 
it  would  be  necessary  to  provide  that  the 
cost  of  bulk  unregulated  milk  be  some¬ 
what  more  than  the  Class  I  price.  It 
w’ould  be  exceedingly  difficult  to  deter¬ 
mine  what  this  excess  rate  should  be. 

Another  method  is  to  determine  the 
price  actually  paid  dairy  farmers  by  the 
unregulated  milk  dealer  who  first  re¬ 
ceived  the  milk,  and  base  the  compensa¬ 
tion  payment  thereon.  This  method  has 
several  shortcomings.  The  various  pay¬ 
ment  plans  which  might  be  and  are  used 
in  paying  farmers  for  milk  would  make 
the  determination  of  pay  rates  to  each 
farmer  an  extremely  complicated  task. 
For  example,  unregulated  milk  dealers 
may  use  varying  rates  of  butterfat  dif¬ 
ferentials,  different  types  of  base  rating 
plans,  various  premium  payments,  and 


80  on.  These  various  schemes  used  by 
dealers  for  paying  farmers  could  make 
it  impossible  to  determine  the  actual 
rate  of  payment.  Stated  prices  can  be 
an  illusion  since  actual  cost  of  milk  may 
be  modified  by  items  such  as  hauling 
subsidies  or  overcharges,  and  all  kinds 
of  supplies  and  services  which  might  be 
overpriced  or  underpriced  to  the  farmer. 
Whatever  payment  plan  an  unregulated 
milk  dealer  may  use  is  a  matter  of  his 
own  choice.  Determination  of  pay  rates 
to  farmers  by  unregulated  dealers  is 
handicapped  also  by  the  lack  of  verifica¬ 
tion  of  butterfat  tests  and  weights.  In 
the  case  of  cooperatives,  part  of  the  pro¬ 
ceeds  from  the  sale  of  milk  is  often  dis¬ 
tributed  at  the  end  of  a  fiscal  year. 

Another  possible  method  for  determin¬ 
ing  the  rate  of  compensation  payments 
would  be  to  base  the  rate  of  payment  on 
the  difference  between  blend  prices  pre¬ 
vailing  in  an  area  and  the  Class  1  price. 
This  would  presume  that  unregulated 
handlers  will  be  forced  by  competition  to 
pay  farmers  approximately  average 
blend  prices.  While  this  may  be  true  in 
many  instances,  it  is  not  necessarily 
always  true,  and  a  payrment  based  on  the 
difference  between  such  prices  could  not 
be  expected  to  insure  that  unregulated 
milk  would  not  be  used  to  displace  regu¬ 
lated  milk  for  cost  reasons  at  all  times 
throughout  the  year.  Unregulated 
plants,  as  weU  as  regulated  plants,  have 
some  surplus  milk  at  all  times  and  par¬ 
ticularly  during  the  seasons  of  flush  pro¬ 
duction.  As  a  result,  prices  paid  farmers 
are,  in  fact,  blend  prices  made  up  of  re¬ 
turns  from  the  sale  of  milk  in  Class  I 
outlets,  as  well  as  sales  to  the  surplus 
market.  If  an  unregulated  plant  were 
in  a  position  to  sell  its  surplus  milk  for 
Class  I  use  in  the  marketing  area  and 
maintain  its  own  Class  I  outlets,  it  would 
have  a  competitive  advantage  over  un¬ 
regulated  handlers  who  found  it  neces¬ 
sary  to  dispose  of  part  of  their  milk  as 
surplus. 

In  the  absence  of  a  compensation  pay¬ 
ment,  the  unregulated  plant  might  sell 
its  milk  for  Class  I  use  in  other  maikets 
at  substantial  handling  charges  when¬ 
ever  fluid  milk  tended  to  be  in  short 
supply,  and  then  dispose  of  milk  for 
Class  I  use  in  the  regulated  market  to 
maintain  its  blend  price  during  the  sea¬ 
son  of  flush  production  when  Class  I 
sales*  elsewhere  were  difficult  to  make. 
A  plant  which  could  thus  keep  its  dispo¬ 
sition  of  milk  largely  as  Class  I  and 
avoid  qualification  as  a  pool  plant  would 
be  in  a  position  to  pay  its  farmers  at  a 
higher  rate  than  that  received  by  pro¬ 
ducers  under  the  order,  or  it  could  retain 
the  extra  money  as  profits.  In  either 
case,  however,  pool  milk  would  be  at  a 
disadvantage  relative  to  unregulated 
milk. 

Since  none  of  these  suggestions  pre¬ 
sents  an  acceptable  approach  to  the 
problem  of  compensation  payments,  it 
is  necessary  to  resort  to  a  different  pro¬ 
cedure.  The  only  sound  method  of 
dealing  with  this  problem  seems  to  be 
one  based  on  a  recognition  of  the  eco¬ 
nomics  involved  as  they  affect  producers 
and  handlers.  This  approach  resolves 
itself  primarily  into  a  question  of  mar¬ 
ket  values  for  milk. 
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Handlers  under  the  order  seeking  to 
purchase  unregxilated  milk  will  natu¬ 
rally  resort  to  the  lowest  cost  source 
from  which  suitable  milk  is  available, 
m  fixing  the  rate  of  compensation  pay¬ 
ment,  it  is  necessary,  therefore,  to  de¬ 
termine  what  the  lowest  cost  source  may 
be  and  to  base  the  payment  on  the  dif¬ 
ference  between  the  cost  of  such  milk 
and  the  cost  of  milk  for  Class  I  use  as 
priced  under  the  order. 

For  the  most  part  milk  produced  in 
the  New  England  area  and  not  regulated 
under  Federal  orders  is  regulated  by  the 
Individual  states.  In  general  the  align¬ 
ment  as  between  State  and  Federal, 
minimum  prices  has  been  reasonably 
close,  most  of  the  states  following  the 
Boston  order  prices.  Under  usual  cir¬ 
cumstances  fixing  the  compensatory 
payment  rate  at  the  difference  between 
the  Boston  Class  I  and  Class  II  price  in 
the  mileage  zone  In  which  the  originat¬ 
ing  plant  is  located  would  accomplish 
the  desired  pricing.  Accordingly  it  is 
concluded  that  in  the  case  of  outside 
receipts  at  Boston  city  plants  from 
points  other  than  Maine  or  the  nearby 
area  of  Rhode  Island,  Massachusetts 
and  Connecticut  the  compensatory  pay¬ 
ment  should  be  the  difference  between 
the  Boston  Class  I  and  Class  II  price 
in  the  zone  in  which  the  originating 
plant  is  located. 

In  the  case  of  the  nearby  area  of  Mas¬ 
sachusetts,  Rhode  Island,  and  Connecti¬ 
cut,  location  with  respect  to  centers  of 
distribution  has  a  direct  and  positive  ef¬ 
fect  on  prevailing  prices  with  the  result 
that  the  city  plant  prices  established 
under  Federal  regulation  represent  pre¬ 
vailing  prices  at  the  point  of  origin. 
Consequently,  for  convenience  of  ad¬ 
ministration  it  is  concluded  that  for 
receipts  of  outside  milk  from  within  the 
State  of  Massachusetts  and  from  nearby 
States  of  Rhode  Island  and  Connecticut 
the  compensatory  payment  rate  should 
be  the  difference  between  the  secondary 
market  city  plant  Class  I  and  Class  n 
prices. 

Outside  milk  receipts  from  points 
within  the  State  of  Maine  must  be  ac¬ 
corded  somewhat  different  treatment 
since  on  the  basis  of  the  record  surplus 
prices  are  established  under  the  Maine 
State  Milk  Commission  lower  than  the 
surplus  prices  prevailing  in  other  parts 
of  New  England.  Maine  has  a  very  high 
potential  as  a  continuing  source  of  sup¬ 
ply  in  substantial  and  increasing  volume. 
Under  the  present  pricing  scheme  in  ef¬ 
fect  under  the  Maine  State  order  the 
Class  n  or  surplus  price  is  based  solely 
j  on  the  weighted  average  cream  price  at 
Boston  and  includes  no  value  for  skim. 
During  the  months  of  April,  May  and 
June  the  price  for  surplus  in  excess  of  15 
percent  is  established  35  cents  below 
“cream  value.’*  Since  milk  would  logi¬ 
cally  move  from  the  cheapest  available 
source  it  is  from  these  prices  which  we 
®ust  compute  our  compensatory  pay¬ 
ment.  Accordingly,  it  is  concluded  that 
on  all  outside  milk  received  at  Boston 
Plants  direct  from  plants  located  within 
Uie  State  of  Maine  the  compensatory 
Payment  should  be  the  difference  between 
Class  I  price  established  under  the 
Boston  order  for  the  zone  in  which  the 
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originating  plant  is  located  and  the  Bos¬ 
ton  order  Class  II  price  for  such  zone 
or,  in  the  event  the  Maine  State  order 
surplus  price  is  below  the  Boston  order 
Clsiss  II  price,  the  lowest  price  for  Class 
n  milk  established  for  the  month  under 
the  provisions  of  such  Maine  State  order. 

Such  payments  are  necessary  to  sus¬ 
tain  the  classification  and  pricing  of  milk 
according  to  its  use  in  the  market.  In 
the  current  economic  circumstances  they 
will  remove  any  unfair  competitive  ad¬ 
vantage  of  outside,  unpriced  milk  in  rela¬ 
tion  to  priced  milk  and  thereby  will 
avoid  displacement  of  producer  milk. 
However,  if  experience  proves  that  milk 
is  available  to  handlers  at  any  time  of  the 
year  at  prices  lower  than  those  antici¬ 
pated,  the  rates  of  ccnnpensation  pay¬ 
ments  should  be  reviewed  on  the  base  of 
such  experience. 

The  implementation  of  the  recom¬ 
mended  method  of  computing  compen¬ 
satory  payment  charges  requires  some 
revision  of  the  method  of  determining 
the  quantities  of  Class  I  milk  of  pro¬ 
ducers  which  should  be  allocated  to  each 
of  a  handler’s  plants.  Such  changes 
are  provided  in  the  recommended 
amendment  set  forth  in  this  decision. 

4.  Location  differential  areas.  No 
change  should  be  made  at  this  time  in 
the  boundaries  of  the  nearby  differential 
areas  as  set  forth  under  the  provisions 
of  the  Boston,  Springfield,  Worcester 
and  Lowell-Lawrence  orders. 

Springfield  producers  operating  in 
Berkshire  County  proposed  that  the 
nearby  differential  area  boundary  which 
presently  terminates  at  the  Berkshire 
County  line  be  extended  to  include  the 
County  of  Berkshire.  They  contended 
that  their  exclusion  from  the  area  de¬ 
prives  them  of  an  additional  46  cents 
per  hundredweight  which  their  neigh¬ 
bors  across  the  county  line  enjoy. 
Producers  in  the  easternmost  tier  of 
towns  in  Berkshire  County  are  included 
in  the  intermediate  area  and  receive  a 
differential  of  23  cents  per  himdred- 
weight.  Producers  in  the  remainder  of 
the  county  receive  the  basic  blended 
price. 

The  record  Indicates  that  Berkshire 
producers  have  access  to  only  limited 
outlets  for  their  milk.  With  the  excep¬ 
tion  of  a  New  York  order  pool  plant 
located  at  Great  Barrington,  there  is  no 
practical  outlet  for  present  Springfield 
producers  in  this  area.  As  a  result  vir¬ 
tually  all  of  the  milk  produced  in  the 
upper  two  thirds  of  the  county,  except 
that  disposed  of  in  limited  local  markets, 
moves  to  Springfield.  There  is  no  evi¬ 
dence  that  present  prices  have  resulted 
In  any  shift  of  these  producers  away 
from  the  Springfield  market. 

'The  present  scheme  of  pricing  under 
the  Springfield  order  is  designed  to  pro¬ 
vide  prices  generally  in  line  with  Boston 
and  New  York  order  prices  at  competing 
points.  Blended  prices  which  Spring- 
field  producers  located  in  Berkshire 
County  have  actually  received  have 
consistently  exceeded  the  Great  Barring¬ 
ton  plant  prices.  Any  change  in  the 
pricing  structure  which  would  increase 
the  disparity  between  Springfield  and 
New  York  blend  producer  prices  would 
tend  to  promote  shifts  of  prc^ucers  away 
from  the  New  York  market  and  would 


tend  to  disrupt  the  orderly  marketing 
of  milk  in  both  the  Springfield  and  New 
York  markets. 

One  handler  asserted  that  the  areas 
to  which  the  nearby  location  differen¬ 
tials  apply  under  the  Boston,  Springfield, 
Lowell-Lawrence  and  Worcester  orders 
should  be  revised.  These  differentials 
have  been  established  on  the  records  of 
previous  hearings  with  respect  to  these 
several  orders  and  no  new  evidence  was 
presented  on  the  record  of  this  hearing 
which  would  alter  the  earlier  conclusions. 

5.  Marketing  service  under  the  Boston 
order.  Order  provisions  requiring  that 
marketing  services  be  rendered  to  pro¬ 
ducers  who  are  not  members  of  coopera¬ 
tive  associations  should  not  be  incorpora¬ 
ted  into  the  Boston  order  at  this  time. 
Under  the  present  order  provisions  a 
limited  check  testing  program  and  mar¬ 
ket  information  program  is  carried  on 
with  administrative  funds.  Certain  co¬ 
operative  associations  proposed  that  a 
marketing  service  assessment  be  estab¬ 
lished  under  the  Boston  order  and  a  com¬ 
prehensive  marketing  service  program  be 
initiated  for  nonmember  producers. 

The  act  is  specific  with  reference  to  a 
marketing  service  deduction.  *1110  lan¬ 
guage  is  permissive  rather  than  manda¬ 
tory.  Most  of  the  Federal  milk  market¬ 
ing  orders  now  In  effect  do  make  provi¬ 
sion  for  a  marketing  service  program 
financed  through  a  marketing  service 
assessment.  Each  of  the  New  England 
secondary  market  orders  now  has  such 
a  provision  for  a  marketing  service 
program. 

The  evidence  on  the  record  suggests 
the  need  for  a  more  comprehensive  mar¬ 
keting  service  program  under  the  Boston 
order.  However,  evidence  is  incomplete 
concerning  the  scope  of  the  program  now 
in  effect,  the  type  of  program  desirable 
under  the  Boston  order,  and  the  extent 
of  personnel  and  funds  which  would  be 
necessary  to  carry  it  out.  The  question 
should  be  further  explored  at  a  future 
hearing  with  particular  attention  as  to 
the  details  on  type  and  extent  of  pro¬ 
gram  needed  and  the  estimated  cost 
thereof.  It  is  concluded  that  no  action 
should  be  taken  on  this  issue  on  the 
basis  of  this  record. 

The  reporting  provisions  of  the  Boston 
order  should  be  amended  to  require  that 
a  handler  promptly  report  to  a  coopera¬ 
tive  association  of  producers  the  date  on 
which  any  member  producer,  for  whom 
the  handler  has  had  prior  notification  of 
association  membership,  begins  or  ter¬ 
minates  his  deliveries  of  milk  to  such 
handler. 

If  an  association  of  producers  is  to 
effectively  consumate  its  marketing  obli¬ 
gations  under  its  membership  contracts 
it  is  essential  that  it  have  up  to  date 
knowledge  as  to  the  plant  to  which  the 
milk  of  its  members  is  disposed  of.  In 
a  market  the  size  of  Boston  shifts  of  pro¬ 
ducers  from  one  handler  to  another  are 
a  common  occurrence.  Unless  some 
formal  procedure  for  notification  is  fol¬ 
lowed,  an  association  cannot  effectively 
follow  the  disposition  of  its  members’ 
milk  for  purpose  of  checking  weights 
and  tests. 

Furthermore,  since  the  order  pres¬ 
ently  provides  that  authorized  deduc¬ 
tions  be  made  by  the  handler  and  turned 
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over  to  the  association  it  is  desirable  that 
a  more  effective  procedure  be  devised  for 
following  producer  changes  as  between 
handlers.  A  positive  system  for  follow¬ 
ing  producer  changes  gives  a  cooperative 
association  greater  assurance  of  collect¬ 
ing  authorized  operating  revenues  while, 
at  the  same  time,  providing  member 
producers  greater  assurance  of  the  per¬ 
formance  of  effective  marketing  services 
by  their  association. 

Since  information  on  *‘starts  and 
stops”  are  now  required  to  be  reported  to 
the  market  administrator  the  job  of  noti¬ 
fying  the  several  cooperative  associations 
of  changing  status  of  their  producer 
members  might  be  considerably  simpli¬ 
fied  if  it  were  made  a  permissive  task  of 
the  market  administrator  on  specific 
authorization  by  the  handler.  Accord¬ 
ingly  it  is  provided  that  the  handler  may 
discharge  his  responsibility  by  authoriz¬ 
ing  the  market  administrator  to  furnish 
the  several  associations  such  information 
with  reference  to  its  membership. 

6.  Definition  of  exempt  milk.  No  revi¬ 
sion  should  be  made  in  the  Springfield 
order  provisions  which  would  alter  the 
procedure  for  computing  charges  pres¬ 
ently  assessed  against  a  handler  doing 
only  a  minor  portion  of  his  business 
within  the  marketing  area. 

Under  the  present  order  provisions  a 
handler’s  plant  is  required  to  pool  if  at 
least  10  percent  of  its  total  receipts  of 
fluid  milk  products,  other  than  cream,  is 
disposed  of  as  Class  I  milk  within  the 
marketing  area.  The  operator  of  a  plant 
not  qualifying  for  pooling  miist  either 
purchase  pool  milk  in  a  volume  equiva¬ 
lent  to  his  sales  of  Class  I  milk  in  the 
marketing  area,  or  pay  on  the  volume  of 
milk  so  disposed  of.  the  difference 
between  the  Class  I  and  Class  II  price. 

A  handler  presently  doing  only  a 
minor  portion  of  his  business  in  the  mar¬ 
keting  area  asked  that  the  order  be 
amended  to  provide  that  a  handler  op¬ 
erating  a  nonpool  plant  and  disposing 
of  less  than  10  percent  of  his  Class  I 
business,  but  not  more  than  200  quarts 
of  milk  daily,  to  consumers  within  the 
marketing  area  be  exempted  from  any 
pool  payment  if  he  purchased  an  equiva¬ 
lent  volume  of  milk  from  a  dairy  farmer 
located  within  the  marketing  area.  He 
maintained  that  small  handlers  operat¬ 
ing  in  the  area  immediately  adjacent  to 
the  marketing  area  are  severely  penal¬ 
ized  as  a  result  of  any  minor  sales  made 
within  the  marketing  area.  They  must 
either  buy  pool  milk  to  cover  the  volume 
of  such  sales  in  which  case  they  are 
charged  premiums  over  the  Class  I  price, 
or  they  must  pay  the  difference  between 
the  Class  I  and  Class  n  price  in  event 
they  buy  no  pool  milk.  In  either  case 
their  milk  costs  are  in  excess  of  the  Class 
I  price. 

The  problem  of  fringe  area  sales  ex¬ 
ists  whenever  marketing  area  bound¬ 
aries  are  established.  Handlers  within 
the  regulated  area  normally  have  some 
sales  outside  the  area  and  outside  han¬ 
dlers  normally  have  or  desire  ssdes  on 
routes  extending  into  the  area. 

The  present  order  provisions  are  writ¬ 
ten  to  assure  producers  regularly  supply¬ 
ing  the  market  priority  in  the  Class  I 
sales  of  the  market,  and  an  equal  share 
in  the  distribution  of  the  pooL  A  han¬ 


dler  operating  only  nominally  within  the 
marketing  area  has  the  alternative  of 
increasing  his  market  area  business  to 
meet  minimum  pooling  requirements, 
withdrawing  entirely  from  the  area  of 
regulation,  or  buying  pool  milk  to  cover 
his  market  area  Class  I  sales.  If  his 
within-area  sales  are  sought  as  an  outlet 
for  milk  surplus  to  his  regular  sales  he 
should  be  required  to  make  retribution 
to  the  pool.  Since  the  pool  does  not 
share  in  his  regular  Class  I  sales,  it  is 
not  reasonable  that  his  excess  milk 
should  replace  producer  milk  in  Class  I 
sales  of  the  market. 

7.  Base  excess  price  plan  for  Fall  River 
market.  The  proposal  for  the  inclusion 
of  a  base-rating  plan  in  the  Fall  River 
order  should  not  adopted  at  this  time. 
The  proposal  was  made  by  a  handler 
operating  under  the  order  with  the  view 
of  promoting  a  more  desirable  pattern 
of  milk  production  among  his  several 
producers.  A  base  rating  plan  is  a  price 
plan  employed  in  fluid  milk  markets  to 
promote  a  pattern  of  production  com¬ 
patible  with  market  requirements.  A 
base  rating  plan  does  not  affect  the  han¬ 
dlers*  costs  of  milk  but  is  a  method  of 
distributing  monies  as  between  pro¬ 
ducers.  Such  a  plan  should  have  gen¬ 
eral  producer  support  to  be  considered. 
The  record  fails  to  show  that  producers 
were  consulted  or  would  support  a  base 
rating  plan. 

8.  Administrative  changes.  Other  or¬ 
der  changes  herein  recommended  for 
adoption  are  of  an  administrative  na¬ 
ture,  largely  nonsubstantive  in  effect, 
and  their  adoption  was  not  contested  by 
either  producers  or  handlers.  These 
changes  would  correct  the  references  to 
the  New  England  Joint  Tariff  rates,  de¬ 
lete  volume  and  city  plant  location  dif¬ 
ferentials  as  set  forth  under  the  Boston 
order,  correlate  the  numbering  scheme 
under  the  Boston  and  secondary  market 
orders,  provide  a  uniform  monthly  rate 
for  adjustment  payments  due  to  and 
from  the  market  administrator,  change 
the  due  date  of  market  service  assess¬ 
ments  in  the  secondary  markets  to  con¬ 
form  with  the  due  date  of  other  pay¬ 
ments  to  the  market  administrator,  and 
substitute  the  name  “Merrimack  Valley” 
in  place  of  “Lowell-Lawrence”  as  the 
marketing  area  defined  by  Order  No.  34. 

The  “other  differentials”  set  forth  in 
Section  65  of  the  Boston  order  provide 
permissive  deductions  in  the  case  of  city 
plants  located  outside  the  marketing 
area  and  in  the  case  of  small  country 
plants.  No  handlers  have  taken  advan¬ 
tage  of  these  permissive  differentials  in 
recent  years  and  very  few  handlers  have 
operations  which  would  permit  them  to 
qualify  in  any  event.  It  is  unlikely  that 
competition  would  enable  any  handler 
to  take  advantage  of  this  permission. 
The  differential  rates  set  forth  were  es¬ 
tablished  early  in  the  period  of  regula¬ 
tion  in  the  market  and  there  is  no 
reason  to  expect  that  they  would  be  ap¬ 
propriate  at  the  present  time.  It  is  con¬ 
cluded  therefore  that  the  provision 
should  be  deleted. 

Changing  the  name  of  the  marketing 
area  under  order  No.  34  to  the  “Merri¬ 
mack  Valley”  provides  a  more  appropri¬ 
ate  name  for  the  area  now  covered  by 
the  order.  Ever  since  the  addition  of 


Haverhill  as  a  part  of  the  marketing 
area,  considerable  confusion  has  oc- 
curred  locally  because  of  the  restricted 
nature  of  the  name  Lowell-Lawrence. 
“Merrimack  Valley”  is  the  name  by 
which  the  area  actually  regulated  is  usu¬ 
ally  referred  to  and  its  use  is  more  ap. 
propriate  under  the  circumstances. 

General  findings,  (a)  The  proposed 
marketing  agreements  and  the  orders, 
now  in  effect,  and  as  hereby  proposed  to 
be  amended,  and  all  of  the  terms  and 
conditions  thereof  will  tend  to  effectuate 
the  declared  policy  of  the  act; 

(b)  The  proposed  marketing  agree¬ 
ments  and  the  orders,  now  in  effect,  and 
as  hereby  prop>osed  to  be  amended,  reg- 
ulate  the  handling  of  milk  in  the  same 
manner  as,  and  are  applicable  only  to, 
persons  in  the  respective  classes  of  in¬ 
dustrial  and  commercial  activity  speci¬ 
fied  in  marketing  agreements  upon 
which  a  hearing  has  been  held;  and 

(c)  The  parity  prices  of  milk  as  de¬ 
termined  pursuant  to  section  2  of  the 
act  are  not  reasonable  in  view  of  the 
price  of  feeds,  available  supplies  of  feeds, 
and  other  economic  conditions  which  af¬ 
fect  market  supply  and  demand  for  milk 
in  the  respective  marketing  areas,  and 
the  minimum  prices  specified  in  the  pro¬ 
posed  marketing  agreements  and  in  the 
orders,  now  in  effect,  and  as  hereby  pro¬ 
posed  to  be  amended,  are  such  prices  as  I 
will  reflect  the  aforesaid  factors,  insure  a 
sufficient  quantity  of  pure  and  whole-  | 
some  milk  in  each  of  said  marketing 
areas,  respectively,  and  be  in  the  public 
interest. 

Rulings  on  proposed  findings  and  con¬ 
clusions.  Briefs  were  filed  on  behalf  of 
interested  persons.  The  briefs  contained 
suggested  findings  of  facts,  conclusions, 
and  arguments  with  respect  to  the  pro¬ 
posals  considered  at  the  hearing.  Every 
point  covered  in  the  briefs  was  care¬ 
fully  examined  along  with  the  evidence 
in  the  record  in  making  the  findings  and 
reaching  the  conclusions  hereinbefore 
set  forth.  To  the  extent  that  the  sug¬ 
gested  findings  and  conclusions  are 
inconsistent  with  the  findings  and  con¬ 
clusions  contained  herein,  the  request  to 
make  such  findings  or  to  reach  such 
conclusions  is  denied. 

Recommended  marketing  agreementt 
and  orders.  The  following  amendments 
to  the  respective  orders  are  reconunended 
as  the  detailed  and  appropriate  means  by 
which  these  conclusions  may  be  carried 
out.  The  proposed  marketing  agree¬ 
ments  are  not  included  in  this  decision 
because  the  regulatory  provisions  thereof 
would  be  the  same  as  those  contained  in 
the  orders,  as  amended,  and  as  herein 
proposed  to  be  further  amended. 

BOSTON 

1.  In  5 §  904.2  (e)  and  904.48  (b)  (1), 
delete  the  words  “Lowell-Lawrence”  and 
substitute  therefor  the  words  “Merri¬ 
mack  Valley.” 

2.  Delete  §  904.3  (d)  and  substitute 
therefor  the  following: 

(d)  “Receiving  plant”  means  any 
plant  which  is  currently  used  for  receiv¬ 
ing,  weighing  or  measuring,  sampling, 
and  cooling  milk  received  there  directly 
from  dairy  farmers’  farms  in  cans,  and 
for  washing  and  sterilizing  such  cans; 
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or  which  is  currently  used  for  receiving 
milk  directly  from  dairy  farmers’  farms 
by  tank  truck;  and  at  which  are  cur¬ 
rently  maintained  weight  sheets  or  other 
records  of  the  individual  farmers’  deliv¬ 
eries. 

3.  In  §  904.4  (f)  (3)  Insert  after  the 
comma  following  the  words  “unregulated 
plant’’  the  words  “except  a  Worcester 
regulated  plant.’’ 

4.  In  §  904.27  insert  following  the 
words  “which  are  classified’’  the  words 
“and  priced.” 

5.  In  §  904.29  (a)  delete  the  word  “All” 
at  the  beginning  of  the  sentence  and 
substitute  therefor  the  following:  “Sub¬ 
ject  to  the  provisions  of  §  §  904.47  and 
904.65.  all”. 

6.  In  §  904.32  (a)  delete  the  word  “or” 
following  the  words  “from  one  farm  to 
another,”  as  it  appears  in  the  first  sen¬ 
tence  and  add  following  the  words  “to 
any  of  a  handler’s  pool  plants,”  the  words 
“or  starts  delivering  his  milk  to  the  han¬ 
dler’s  plant  by  tank  truck,”. 

7.  In  §  904.32  add  a  new  paragraph 
(c)  as  follows: 

(c)  Each  handler  who  is  not  an  asso¬ 
ciation  of  producers  shall,  upon  request 
from  any  such  association,  promptly  fur¬ 
nish  it  with  information  with  respect  to 
each  of  its  producer  members  who  starts, 
resumes,  or  stops  deliveries  to  any  of 
the  handler’s  pool  plants.  Such  infor¬ 
mation  shall  include  the  date  on  which 
the  change  took  place,  the  producer 
member’s  post  office  address  and  farm 
location,  and,  if  known,  the  plant  to 
which  he  previously  delivered,  or  the 
reason  for  his  failure  to  continue  deliv¬ 
eries.  In  lieu  of  his  providing  the  in¬ 
formation  directly  to  the  association, 
the  handler  may  authorize  the  market 
administrator  to  furnish  the  association 
with  such  information,  derived  from  the 
handler’s  reports  and  records. 

8.  Delete  .all  of  the  language  of  §  904.41 

(a)  following  the  first  sentence  thereof. 

8a.  In  §  904.41  (c)  delete  the  words  “, 
adjusted  pursuant  to  paragraph  (d)  of 
this  section.  The”  and  substitute  there¬ 
for  the  following:  Subject  to  para¬ 

graph  (d)  of  this  section,  the”. 

9.  Delete  §  904.41  (d)  and  substitute 
therefor  the  following; 

(d)  For  each  month  in  which  no 
cream  price,  as  described  in  paragraph 
<a)  of  this  section,  is  reported,  or  for 
which  the  amount  determined  pursuant 
to  this  paragraph  is  greater,  by  more 
than  3  cents,  than  the  amount  computed 
pursuant  to  paragraph  (c)  of  this  sec¬ 
tion.  the  amount  determined  pursuant 
to  this  paragraph,  less  3  cents,  shall  be 
the  Class  II  price  per  hundredweight  of 
milk  received  from  producers  at  plants 
located  in  the  201-210  railroad  freight 
mileage  zone. 

fl)  Adjust,  to  a  3.7  percent  butterfat 
basis  by  direct  ratio,  the  average  prices 
reported  by  the  United  States  Depart¬ 
ment  of  Agriculture  for  the  current  and 
the  preceding  month  for  milk  for  manu¬ 
facturing  purposes,  f.  o.  b.  plant  United 
States; 

I<2)  Compute  a  gross  butter-powder 
^ue  for  the  current  and  the  preceding 
month  by  adding  together  for  the  re¬ 
spective  months  the  results  obtained  in 


subdivisions  (i)  and  (ii)  of  this  sub- 
paragraph: 

(1)  Compute  the  simple  average  of 
daily  prices,  using  the  midpoint  of  any 
range  as  one  price,  for  Grade  A  (92 
score)  butter  at  wholesale  in  the  Chi¬ 
cago  market,  as  reported  for  the  month 
by  the  United  States  Department  of 
Agriculture,  multiply  by  3.7  and  then  by 
1.22. 

(ii)  Multiply  by  7.86  the  simple  aver¬ 
age  of  the  price  per  pound  of  roller 
process  and  spray  process  nonfat  dry 
milk  solids  for  human  consumption  in 
carlots,  f.  o.  b.  Chicago  area  manufac¬ 
turing  plants,  as  reported  by  the  United 
States  Department  of  Agriculture  for 
the  period  from  the  26th  day  of  the  pre¬ 
ceding  month  through  the  -25th  day  of 
the  month  for  which  the  computation 
is  being  made. 

(3)  Subtract  from  the  results  ob¬ 
tained  in  subparagraph  (2)  of  this  par¬ 
agraph  for  the  current  and  the  pre¬ 
ceding  month,  the  amount  computed 
pursuant  to  subparagraph  (1)  of  this 
paragraph  for  the  respective  month; 
add  the  resulting  figures,  divide  by  2, 
and  adjust  by  the  amount  shown  below 
for  the  applicable  month: 

Amount 


Month:  {cents) 

January _  —11 

February _  10 

March _  +7 

April _  +11 

May _  + 14 

June _  +13 

July  _  —6 

August _ -  —15 

September _  i— 12 

October _  — 14 

November  _  «— 15 

December  _  —15 


(4)  Subtract  from  the  gross  butter- 
powder  value  computed  pursuant  to  sub- 
paragraph  (2)  of  this  paragraph  for  the 
current  month,  the  amount  computed 
pursuant  to  subparagraph  (3)  of  this 
paragraph. 

10.  In  the  first  sentence  of  §  904.43 
change  the  reference  “New  EIngland 
Joint  Tariff — M  No.  6”  to  “New  England 
Joint  Tariff — M  No.  7.” 

10a.  In  §  904.44  (b)  insert  a  new  sen¬ 
tence  immediately  following  the  first 
sentence  as  follows:  “If  the  Class  II  price 
is  determined  pursuant  to  §904.41  (d), 
subtract  the  amount  determined  pursu¬ 
ant  to  paragraph  (a)  of  this  section  from 
the  simple  average  of  the  daily  prices, 
using  the  midpoint  of  any  range  as  one 
price,  for  Grade  A  (92 -score)  butter  at 
wholesale  in  the  Chicago  market,  as  re¬ 
ported  for  the  month  by  the  United 
States  Department  of  Agriculture  multi¬ 
plied  by  1.22.” 

11.  Delete  §  904.47  and  substitute 
therefor  the  following: 

§  904.47  Allocation  of  Class  I  milk  to 
plants.  For  the  purpose  of  determing 
the  respective  quantities  of  Class  I  milk 
subject  to  the  applicable  zone  prices,  each 
pool  handler’s  Class  I  milk  during  the 
month,  after  excluding  receipts  assigned 
to  Class  I  pursuant  to  §§  904.25  through 
904.28,  shall  be  allocated  to  plants  as 
follows: 

(a)  His  Class  I  milk  first  shall  be  allo¬ 
cated  to  receipts  at  his  city  plants  of  milk 
from  producers’  farms;  and  then  to  the 


receipts  of  outside  milk  at  his  city  plants 
from  unregulated  plants  located  in  Con¬ 
necticut,  Massachusetts,  or  Rhode  Island. 

(b)  'Thereafter,  his  Class  I  milk  shall 
be  allocated  to  other  plants  in  the  order 
of  the  nearness  of  the  plants  to  Boston 
by  railroad  freight  mileage  distance. 
The  quantity  allocated  to  any  of  his 
pool  plants  shall  be  equal  to  its  ship¬ 
ments  of  fluid  milk  products,  other  than 
cream,  to  the  limit  of  its  receipts  from 
producers’  farms.  The  quantity  allo¬ 
cated  to  any  unregulated  plant  shall  be 
equal  to  its  shipments  of  outside  milk  to 
the  handler’s  regulated  plants.  How¬ 
ever,  shipments  to  plants  located  in  the 
States  of  Maine,  New  Hampshire,  Ver¬ 
mont,  or  New  York,  with  respect  to  which 
utilization  as  Class  II  is  established  shall 
not  be  allocated  to  Class  I  milk. 

(c)  For  the  purpose  of  this  section,  a 
handler’s  receipts  of  outside  milk  from 
dairy  farmers  for  other  markets  shall  be 
considered  as  shipped  from  the  unregu¬ 
lated  plant  to  which  such  farmers  most 
recently  delivered. 

12.  In  §  904.51  renumber  the  present 
paragraphs  (e)  and  (f)  as  paragraph  (d) 
and  (e),  respectively,  and  change  in 
paragraphs  (a)  and  (b)  the  reference 
“§  904.66”  to  “§  904.65.” 

13.  Delete  §  904.62  and  substitute 
therefor  the  following: 

§  904.62  Adjustments  of  errors  in  pay¬ 
ments.  (a)  Whenever  verification  by  the 
market  administrator  of  reports  or  pay¬ 
ments  of  any  handler  discloses  an  error 
in  pasunents  made  pursuant  to  §§  904.61 
(b)  and  904.65,  the  market  administrator 
shall  promptly  issue  to  the  handler  a 
charge  bill  or  a  credit,  as  the  case  may  be, 
for  the  amount  of  the  error.  Adjust¬ 
ment  charge  bills  issued  during  the  period 
from  the  16th  day  of  the  prior  month 
through  the  15th  day  of  the  current 
month  shall  be  payable  by  the  handler  to 
the  market  administrator  on  or  before 
the  23rd  day  of  the  current  month.  Ad¬ 
justment  credits  issued  during  such 
period  shall  be  payable  by  the  market 
administrator  to  the  handler  on  or  before 
the  25th  day  of  the  current  month. 

(b)  Whenever  verification  by  the  mar¬ 
ket  administrator  of  the  pasrment  to  any 
producer  for  milk  delivered  to  any  han¬ 
dler  discloses  payment  to  such  producer 
of  an  amount  less  than  is  required  by 
§  904.61  (a),  the  handler  shall  make  up 
such  payment  to  the  producer  not  later 
than  the  time  of  making  final  payment 
for  the  month  in  which  such  error  is 
disclosed. 

14.  In  §  904.63  delete  all  of  the  lan¬ 
guage  beginning  with  the  second  sen¬ 
tence  and  substitute  therefor  the  follow¬ 
ing:  “If  the  cream  price  described  above 
is  not  reported  as  indicated  the  butterfat 
differential  shall  be  determined  by  multi¬ 
plying  by  1.25  the  price  of  Grade  A  (92 
score)  butter  at  wholesale  in  the  Chicago 
market  as  reported  for  the  period  be¬ 
tween  the  16th  day  of  the  preceding 
month  and  the  15th  day,  inclusive,  of  the 
current  month  by  the  United  States  De¬ 
partment  of  Agriculture  and  dividing  the 
result  by  10.” 

15.  Delete  §§  904.65  and  904.66  and 
substitute  therefor  a  new  §  904.65  as 
follows: 
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S  904.65  Payments  on  outside  milk. 
Within  23  days  after  the  end  of  each 
month,  each  handler  who  handles  outside 
milk  shall  make  such  payment  thereon 
to  producers,  through  the  market  admin¬ 
istrator.  as  is  required  by  the  applicable 
provisions  of  this  section. 

(a)  Elach  pool  handler  who  receives 
outside  milk  which  is  allocated  to  Class 
I  milk  in  accordance  with  §  904.47.  and 
each  buyer-handler  or  producer-handler 
whose  receipts  of  outside  milk  are  in 
excess  of  his  total  use  of  Class  II  milk 
after  deducting  receipts  of  cream,  shall 
make  payment  on  such  allocated  quan¬ 
tity  or  excess  quantity  as  follows: 

(1)  Except  as  provided  in  subpara¬ 
graph  (2),  (3),  and  (4)  of  this  para¬ 
graph.  the  payment  shall  be  at  the 
difference  between  the  price  pursuant 
to  i  904.40  and  the  price  pursuant  to 
§  904.41  applicable  at  the  freight  mile¬ 
age  zone  of  the  plant  at  which  the  han¬ 
dler  received  the  outside  milk. 

(2)  On  outside  milk  received  from  an 
unregulated  plant  located  in  Maine,  the 
payment  shall  be  at  the  difference  be¬ 
tween  the  price  pursuant  to  §  904.40 
applicable  at  the  freight  mileage  zone 
of  the  plant,  and  the  lesser  of  the 
following: 

(i)  The  simple  average  for  the  month 
of  the  lowest  minimum  semimonthly 
prices  for  Class  II  milk  containing  3.7 
percent  butterfat  which  are  established 
by  the  Maine  Milk  Commission  for  the 
market  in  which  such  unregulated  plant 
is  located;  or 

(ii)  The  price  pursuant  to  §  904.41  ap¬ 
plicable  at  the  freight  mileage  zone  of 
that  plant. 

(3)  On  outside  milk  received  at  a 
regulated  city  plant  from  an  unregu¬ 
lated  plant  located  in  Connecticut.  Mas¬ 
sachusetts.  or  Rhode  Island,  the  pasnnent 
shall  be  at  the  difference  between  the 
Class  I  price  applicable  to  milk  received 
from  producers  at  city  plants  and  the 
Class  II  price  applicable  to  milk  received 
from  producers  at  plants  located  in  the 
201-210  freight  mileage  zone  plus  5.8 
cents. 

(4)  On  outside  milk  received  at  a  reg¬ 
ulated  city  plant  from  an  unregulated 
plant  located  in  States  other  than  Con¬ 
necticut.  Maine.  Massachusetts,  and 
Rhode  Island,  the  pasmient  shall  be  at 
the  difference  between  the  price  pursu¬ 
ant  to  S  904.40  and  the  price  pursuant  to 
S  904.41  applicable  at  the  location  or 
freight  mileage  zone  of  the  unregulated 
plant. 

(5)  For  the  purposes  of  this  para¬ 
graph.  outside  milk  received  from  dairy 
farmers  for  other  markets  shall  be  con¬ 
sidered  as  received  from  the  unregulated 
plant  to  which  they  most  recently  deliv¬ 
ered. 

(b)  Each  handler  who  operates  an  un¬ 
regulated  plant  from  which  outside  milk 
is  disposed  of  to  consumers  in  the  mar¬ 
keting  area  without  intermediate  move¬ 
ment  to  another  plant  shall  make  pay¬ 
ment  on  the  quantity  so  disposed  of. 
The  pasmient  shall  be  at  the  difference 
between  the  price  pursuant  to  §  904.40 
and  the  price  pursuant  to  §  904.41  appli¬ 
cable  at  the  location  or  freight  mileage 
zone  of  the  handler’s  plant. 

16.  Renumber  {  904.75  as  §  904.66. 


17.  In  S  904.67  change  the  reference 
"5  904.66”  to  ”5  904.65”. 

18.  In  §  904.68(e).  delete  the  reference 
*‘§§  904.65  and  904.75,”  and  substitute 
therefor  ”§  904.66”. 

19.  Renumber  §§  904.77  and  904.78  as 
§§  904.72  and  904.73,  respectively. 

20.  In  §  904.12(c),  change  the  refer¬ 
ence  ”§  904.77”  to  ”§  904.72”. 

LOWELL-LAWRENCE^ 

1.  In  §  934.1  (b)  and  (c),  delete  the 
words  “Lowell-Lawrence.  Massachusetts, 
marketing  area”  and  substitute  therefor 
the  words  “Merrimack  Valley,  Massa¬ 
chusetts  marketing  area”. 

2.  Delete  §  934.3  (b)  and  substitute 
therefor  the  following: 

(b)  “Receiving  plant”  means  any 
plant  which  is  currently  used  for  receiv¬ 
ing,  weighing  or  measuring,  sampling, 
and  cooling  milk  received  there  directly 
from  dairy  farmers’  farms  in  cans,  and 
for  washing  and  sterilizing  such  cans; 
or  which  is  currently  used  for  receiving 
milk  directly  from  dairy  farmers’  farms 
by  tank  trucks;  and  at  which  are  are 
currently  maintained  weight  sheets  or 
other  records  of  the  individual  farmers* 
deliveries. 

3.  In  §  934.12  (b) ,  change  the  refer¬ 
ence  “§  934.71”  to  “§  934.72”. 

4.  In  §  934.27  (c)  insert  following  the 
word  “classified”  the  words  “and 
priced”. 

5.  In  §  934.32  (a)  delete  the  word  "or” 
following  the  words  “from  one  farm  to 
another,”  as  it  appears  in  the  first  sen¬ 
tence  and  add  following  the  words  "to 
any  of  a  handler’s  pool  plants,”  the 
words  "or  starts  delivering  his  milk  to 
the  handler’s  plant  by  tank  truck,”. 

6.  In  §§  934.40  and  934.43  delete  the 
reference  "New  England  Joint  Tariff  M 
No,  6”  and  substitute  therefor  the  refer¬ 
ence  *‘New  England  Joint  Tariff  M 
No.  7”. 

7.  Delete  §  934.41  and  substitute  there¬ 
for  the  following: 

§  934.41  Class  II  price  at  city  plants. 
The  Class  II  price  per  hundredweight  at 
city  plants  shall  be  determined  by  adding 
to  the  Class  II  price  determined  for  the 
month  pursuant  to  §  904.41  of  the  order 
regulating  the  handling  of  milk  in  the 
Greater  Boston  marketing  area  (exclu¬ 
sive  of  any  adjustment  pursuant  to 
§  904.44  of  such  order)  for  Class  n  milk 
received  from  producers  at  plants  lo¬ 
cated  in  the  201-210  freight  mileage 
zone  under  such  order,  the  amount  of 
5.8  cents:  Provided,  That  the  factor  5.8 
cents  shall  be  increased  or  decrea;^ed  to 
the  extent  of  any  increase  or  decrease 
in  the  rail  tariff  for  the  transportation 
of  cream  in  40-quart  cans  in  carlots  of 
100-199  cans,  as  published  in  New  Eng¬ 
land  Joint  Tariff  M  No.  7  and  supple¬ 
ments  thereto  or  revisions  thereof.  The 
adjusted  rate  shall  be  computed  by  di¬ 
viding  such  cream  freight  rate  by  9.05, 
then  multiplying  by  1.03  and  adjusting 
the  result  to  the  nearest  one-tenth  cent. 
Any  such  adjusted  rate  shall  become 
effective  in  the  first  complete  month  in 
which  such  increase  or  decrease  in  the 
tariff  applies. 


8.  In  §  934.48  (b)  (1)  delete  the  words 
"Lowell-Lawrence”  and  substitute  there¬ 
for  the  words  "Merrimack  Valley”. 

9.  In  §  934.50  (g)  delete  the  reference 
*‘§  904.66  (b)”  and  substitute  therefor 
‘‘§  904.65  (b)”. 

10.  Delete  §  934.62  and  substitute 
therefor  the  following: 

§  934.62  Adjustments  of  errors  in  pay¬ 
ments.  (a)  Whenever  verification  by  the 
market  administrator  of  reports  or  pay. 
ments  of  any  handler  discloses  an  error 
in  payments  made  pursuant  to  §  §  934.61 
(b),  634.65,  and  934.66,  the  market  ad¬ 
ministrator  shall  promptly  issue  to  the 
handler  a  charge  bill  or  credit,  as  the 
case  may  be,  for  the  amount  of  the  error. 
Adjustment  charge  bills  issued  during  the 
period  from  the  16th  day  of  the  prior 
month  through  the  15th  day  of  the  cur¬ 
rent  month  shall  be  payable  by  the  han¬ 
dler  to  the  market  administrator  on  or 
before  the  23d  day  of  the  current  month. 
Adjustment  credits  issued  during  such 
period  shall  be  payable  by  the  market 
administrator  to  the  handler  on  or  before 
the  25th  day  of  the  current  month. 

(b)  Whenever  verification  by  the  mar¬ 
ket  administrator  of  the  payment  to 
any  producer  for  milk  delivered  to  any 
handler  discloses  payment  to  such  pro¬ 
ducer  of  an  amount  less  than  is  required 
by  §  934.61  (a),  the  handler  shall  make 
up  such  payment  to  the  producer  not 
later  than  the  time  of  making  final  pay¬ 
ment  for  the  month  in  which  such  error 
is  disclosed. 

11.  In  §  934.63  delete  all  of  the  language 
begiiming  with  the  second  sentence  and 
substitute  therefor  the  following:  "If  the 
cream  price  described  above  is  not  re¬ 
ported  as  indicated  the  butterfat  differ¬ 
ential  shall  be  determined  by  multiplying 
by  1.25  the  price  of  Grade  A  (92  score) 
butter  at  wholesale  in  the  Chicago  market 
as  reported  for  the  period  between  the 
16th  day  of  the  preceding  month  and  the 
15th  day  inclusive  of  the  current  month 
by  the  United  States  Department  of  Agri¬ 
culture.  and  then  dividing  by  10.” 

12.  In  §  934.68  (e),  delete  the  ref¬ 
erence  "§§  934.69  and  934.70,”  and  sub¬ 
stitute  therefor  "§§  934.70  and  934.71.”. 

13.  In  the  first  sentence  of  §  934.69 
delete  the  words  "25th  day”  and  sub¬ 
stitute  therefor  the  words  "23rd  day”. 

14.  Renumber  §  §  934.69  through  934.72 
as  “§§  934.70  through  934.73,”  respec¬ 
tively, 

FALL  RIVER 

1.  In  §§  947.50  and  947.53  delete  the 
reference  "New  England  Joint  Tariff  M 
No,  6”  and  substitute  therefor  the  ref¬ 
erence  "New  England  Joint  Tariff  M  No. 
7.” 

2.  Delete  §  947.51  and  substitute  there¬ 
for  the  following: 

§  947.51  Class  II  prices.  Each  han¬ 
dler  shall  pay  producers  or  cooperative 
associations  for  Class  n  milk  containing 
3.7  percent  butterfat  delivered  by  them 
to  plants  located  within  100  miles  of  the 
City  Hall  in  Pall  River,  not  less  than  the 
Class  n  price  determined  for  the  month 
pursuant  to  §  904.41  of  the  order  regu¬ 
lating  the  handling  of  milk  in  the  Greater 
Boston  marketing  area  (exclusive  of  any 
adjustment  pursant  to  §  904.44  of  such 
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order)  for  Class  n  milk  received  from 
producers  at  plants  located  in  the  201- 
210  freight  mileage  zone  under  such 
order,  plus  the  amount  of  5.8  cents: 
Provided.  That  the  factor  5.8  cents  shall 
be  increased  or  decreased  to  the  extent 
of  any  increase  or  decrease  in  the  rail 
tariff  for  the  transportation  of  cream  in 
40-quart  cans  in  carlots  of  100-199  cans, 
as  published  in  New  England  Joint  Tariff 
M  No.  7  and  supplements  thereto  or  re¬ 
visions  thereof.  The  adjusted  rate  shall 
be  computed  by  dividing  such  cream 
I  freight  rate  by  9.05,  then  multiplying 
by  1.03  and  adjusting  the  result  to  the 
nearest  one-tenth  cent.  Any  such  ad¬ 
justed  rate  shall  become  effective  in  the 
first  complete  month  in  which  such  in¬ 
crease  or  decrease  in  the  tariff  applies. 

3.  In  S  947.54  delete  all  of  the  language 
beginning  with  the  second  sentence  and 
substitute  therefor  the  following:  “If  the 
cream  price  described  above  is  not  re¬ 
ported  as  indicated  the  butterfat  differ¬ 
ential  shall  be  determined  by  multiplying 
by  1.25  the  price  of  Grade  A  (92  s<X)re) 
butter  at  wholesale  in  the  Chicago  mar¬ 
ket  as  reported  for  the  period  between 
the  16th  day  of  the  preceding  month  and 
the  15th  day  inclusive  of  the  current 
month  by  the  United  States  Department 
of  Agriculture,  and  then  dividing  by  10.” 

4.  In  §  947.48  (b)  (1)  delete  the  words 
"Lowell-Lawrence”  and  substitute  there¬ 
for  the  words  “Merrimack  Valley.” 

SPRINGFIELD 

1.  Delete  §  996.3  (b)  and  substitute 
therefor  the  following: 

(b)  “Receiving  plant”  means  any 
plant  which  is  currently  used  for  receiv¬ 
ing.  weighing  or  measuring,  sampling, 
and  cooling  milk  received  there  directly 
from  dairy  farmers’  farms  in  cans,  and 
for  washing  and  sterilizing  such  cans ;  or 
which  is  currently  used  for  receiving  milk 
directly  from  dairy  farmers’  farms  by 
tank  truck;  and  at  which  are  currently 
maintained  weight  sheets  or  other  rec¬ 
ords  of  the  individual  farmers’  deliver¬ 
ies. 

2.  In  §  996.27  (c)  Insert  following  the 
word  “classified”  the  words  “and 
priced”. 

3.  In  §  996.32  (a)  delete  the  word  “or” 
following  the  words  “from  one  farm  to 
another,”  as  it  appears  in  the  first  sen¬ 
tence  and  add  following  the  words  “to 
any  of  a  handler’s  pool  plants,”  the 
words  “or  starts  delivering  his  milk  to 
the  handler’s  plant  by  tank  truck,”. 

4.  In  §  996.40  and-  §  996.43  delete  the 
reference  “New  England  Joint  Tariff  M 
No.  6”  and  substitute  therefor  the  ref¬ 
erence  “New  England  Joint  Tariff  M 
No.  7”. 

5.  Delete  §  996.41  and  substitute  there¬ 
for  the  following: 

§  996.41  Class  II  price  at  city  plants. 
The  Class  n  price  per  hundredweight  at 
city  plants  shall  be  determined  by  add¬ 
ing  to  the  Class  n  price  determined  for 
the  month  pursuant  to  §  904.41  of  the 
order  regulating  the  handling  of  milk  in 
the  Greater  Boston  marketing  area  (ex¬ 
clusive  of  any  adjustment  pursuant  to 
5  904.44  of  such  order)  for  Class  II  milk 
received  from  producers  at  plants  lo¬ 
cated  in  the  201-210  freight  mileage  zone 


under  such  order,  the  amount  of  5.8 
cents:  Provided.  'That  the  factor  5.8  cents 
shall  be  increased  or  decreased  to  the 
extent  of  any  increase  or  decrease  in  the 
rail  tariff  for  the  transportation  of 
cream  in  40-quart  cans  in  carlots  of  100- 
199  cans,  as  published  in  New  England 
Joint  Tariff  M  No.  7  and  supplements 
thereto  or  revisions  thereof.  The  ad¬ 
justed  rate' shall  be  computed  by  divid¬ 
ing  such  cream  freight  rate  by  9.05,  then 
multiplying  by  1.03  and  adjusting  the 
result  to  the  nearest  one-tenth  cent. 
Any  such  adjusted  rate  shall  become  ef¬ 
fective  in  the  first  complete  month  in 
which  such  increase  or  decrease  in  the 
tariff  applies. 

6.  In  §§  996.2  (e) ;  996.4  (f)  (2) ;  996.16 
(c),  (d),  and  (e) ;  996.20  (c) ;  996.27 
(b);  996.48  (b)  (1);  and  996.66,  delete 
the  words  “Lowell-Lawrence”  and  sub¬ 
stitute  therefor  the  words  “Merrimack 
Valley.” 

7.  Delete  §  996.62  and  substitute  there¬ 
for  the  following: 

§  996,62  Adjustments  of  errors  in  pay- 
ments.  (a)  Whenever  verification  by 
the  market  administrator  or  reports  of 
payments  of  any  handler  discloses  an 
error  in  payments  made  pursuant  to 
§§  996.61  (b).  996.65,  and  996.66,  the 
market  administrator  shall  promptly  is¬ 
sue  to  the  handler  a  charge  bill  or  a 
credit,  as  the  case  may  be,  for  the 
amount  of  the  error.  Adjustment  charge 
bills  issued  during  the  period  from  the 
16th  day  of  the  prior  month  through  the 
15th  day  of  the  current  month  shall  be 
payable  by  the  handler  to  the  market 
administrator  on  or  before  the  23d  day 
of  the  current  month.  Adjustment  cred¬ 
its  issued  during  such  period  shall  be 
payable  by  the  market  administrator  to 
the  handler  on  or  before  the  25th  day  of 
the  current  month. 

(b)  Whenever  verification  by  the 
market  administrator  of  the  payment  to 
any  producer  for  milk  delivered  to  any 
handler  discloses  payment  to  such  pro¬ 
ducer  of  an  amount  less  than  is  required 
by  §  996.61  (a),  the  handler  shall  make 
up  such  payment  to  the  producer  not 
later  than  the  time  of  making  final  pay¬ 
ment  for  the  month  in  which  such  error 
is  disclosed. 

8.  In  §  996.63  delete  all  of  the  language 
beginning  with  the  second  sentence  and 
substitute  therefor  the  following:  “If 
the  cream  price  described  above  is  not 
reported  as  indicated  the  butterfat  dif¬ 
ferential  shall  be  determined  by  multi¬ 
plying  by  1.25  the  price  of  Grade  A  (92 
score)  butter  at  wholesale  in  the  CTiicago 
market  as  reported  for  the  period  be¬ 
tween  the  16th  day  of  the  preceding 
month  and  the  15th  day  inclusive  of  the 
current  month  by  the  United  States  De¬ 
partment  of  Agriculture,  and  then  divid¬ 
ing  by  10.” 

9.  In  the  first  sentence  of  §  996.70  de¬ 
lete  the  words  “25th  day”  and  substitute 
therefor  the  words  "23d  day”. 

WORCESTER 

1.  Delete  §  999.3  (b)  and  substitute 
therefor  the  following: 

(b)  “Receiving  plant”  means  any 
plant  which  is  currently  used  for  receiv¬ 
ing,  weighing  or  measuring,  sampling. 


and  cooling  milk  received  there  directly 
from  dairy  farmers’  farms  in  cans,  and 
for  washing  and  sterilizing  such  cans;  or 
which  is  currently  used  for  receiving  milk 
directly  from  dairy  farmers’  farms  by 
tank  truck;  and  at  which  are  currently 
maintained  weight  sheets  or  other  rec¬ 
ords  of  the  individual  farmers’  deliveries. 

2.  In  §§  999.2  (e) ;  999.4  (f)  (2) ;  999.16 
(c),  (d),  and  (e) ;  999.20  (c) ;  999.27 
(b) ;  999.48  (b)  (1) ;  and  999.66,  delete 
the  words  “Lowell-Lawrence”  and  substi¬ 
tute  therefor  the  words  “Merrimack 
Valley”. 

3.  In  §  999.27  (c)  insert  following  the 
word  “classified”  the  words  “and  priced”. 

4.  In  §  999.32  (a)  delete  the  word  “or” 
following  the  words  “from  one  farm  to 
another,”  as  it  appears  in  the  first  sen¬ 
tence  and  add  following  the  words  “to 
any  of  a  handler’s  pool  plants,”  the  words 
“or  starts  delivering  his  milk  to  the  han¬ 
dler’s  plant  by  tank  truck,”. 

5.  In  §§  999.40  and  999.43  delete  the 
reference  “New  England  Joint  Tariff  M 
No.  6”  and  substitute  therefor  the  refer¬ 
ence  “New  England  Joint  Tariff  M  No.  7”. 

6.  Delete  §  999.41  and  substitute  there¬ 
for  the  following: 

§  999.41  Class  II  price  at  city  plants. 
The  Class  II  price  per  hundredweight  at 
city  plants  shall  be  determined  by  adding 
to  the  Class  II  price  determined  for  the 
month  pursuant  to  §  904.41  of  the  order 
regulating  the  handling  of  milk  in  the 
Greater  Boston  marketing  area  (exclu¬ 
sive  of  any  adjustment  pursuant  to 
§  904.44  of  such  order)  for  Class  II  milk 
received  from  producers  at  plants  located 
in  the  201-210  freight  mileage  zone  under 
such  order,  the  amount  of  5.8  cents: 
Provided.  That  the  factor  5.8  cents  shall 
be  increased  or  decreased  to  the  extent 
of  any  increase  or  decrease  in  the  rail 
tariff  for  the  transportation  of  cream  in 
40-quart  cans  in  carlots  of  100-199  cans, 
as  published  in  New  England  Joint 
Tariff  M  No.  7  and  supplements  thereto 
or  revisions  thereof.  The  adjusted  rate 
shall  be  computed  by  dividing  such 
cream  freight  rate  by  9.05,  then  multi¬ 
plying  by  1.03  and  adjusting  the  result 
to  the  nearest  one-tenth  cent.  Any  such 
adjusted  rate  shall  become  effective  in 
the  first  complete  month  in  which  such 
increase  or  decrease  in  the  tariff  applies. 

7.  Delete  §  999.50  (g) . 

8.  Delete  §  999.62  and  substitute  there¬ 
for  the  following: 

§  999.62  Adjustments  of  errors  in  pay¬ 
ments.  (a)  Whenever  verification  by 
the  market  administrator  of  reports  or 
pajnnents  of  any  handler  discloses  an 
error  in  payments  made  pursuant  to 
§§  999.61  (b) ,  999.65,  and  999.66,  the  mar¬ 
ket  administrator  shall  promptly  issue  to 
the  handler  a  charge  bill  or  a  credit,  as 
the  case  may  be,  for  the  amount  of  the 
,  error.  Adjustment  charge  bills  issued 
during  the  period  from  the  16th  day  of 
the  prior  month  through  the  15th  day 
of  the  current  month  shall  be  payable  by 
the  handler  to  the  market  administrator 
on  or  before  the  23rd  day  of  the  current 
month.  Adjustment  credits  issued  dur¬ 
ing  such  period  shall  be  payable  by  the 
market  administrator  to  the  handler  on 
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or  before  the  25th  day  of  the  current 
month. 

( b )  Whenever  verification  by  the  mar¬ 
ket  administrator  of  the  payment  to  any 
producer  for  milk  delivered  to  any  han¬ 
dler  discloses  payment  to  such  producer 
of  an  amount  less  than  is  required  by 
S  999.61  (a) .  the  handler  shall  make  up 
such  payment  to  the  producer  not  later 
than  the  time  of  making  final  pa3rment 
for  the  month  in  which  such  error  is 
disclosed. 


[seal] 


Loms  J.  Doyle, 
Acting  Solicitor. 


9.  In  fi  999.63  delete  all  of  the  lan¬ 
guage  beginning  with  the  second 
sentence  and  substitute  therefor  the  fol¬ 
lowing:  “If  the  cream  price  described 
above  is  not  reported  as  indicated  the 
butterfat  differential  shall  be  deter¬ 
mined  by  multiplying  by  1.25  the  price 
of  Grade  A  (92  score)  butter  at  whole¬ 
sale  in  the  Chicago  market  as  reported 
for  the  period  between  the  16th  day  of 
the  preceding  month  and  the  15th  day 
inclusive  of  the  current  month  by  the 


POST  OFFICE  DEPARTMENT 

Chief  Post  Office  Inspector  and  Assist¬ 
ant  POSTBCASTER  GENERAL  OF  THE 
Bureau  of  Transportation 

DELEGATIONS  OF  AUTHORITY  WITH  RESPECT 
TO  ISSUANCE  OF  AIR  AND  SURFACE  TRAVEL 
COMmSSIONS 

The  following  is  the  text  of  Order  No. 
55503,  dated  January  7,  1954,  delegating 
certain  authority  to  the  Assistant  Post¬ 
master  General,  Bureau  of  Transporta¬ 
tion,  and  to  the  Chief  Post  OflBce  Inspec¬ 
tor,  with  respect  to  the  issuance  of  air 
and  surface  travel  commissions: 

Pursuant  to  authority  of  section  1  (b) 
of  Reorganization  Plan  No.  3  of  1949  (63 
Stat.  1066) ,  authority  is  hereby  delegated 
as  follows: 

(1)  To  the  Chief  Post  OflSce  Inspector 
(including  any  person  acting  as  such), 
to  issue,  in  his  own  name,  commissions 
necessary  to  authorize  officers  and  em¬ 
ployees  of  the  Department  to  travel  by 
surface  transportation  in  the  perform¬ 
ance  of  their  official  duties; 

(2)  To  the  Assistant  Postmaster  Gen¬ 
eral,  Bureau  of  Transportation  (includ¬ 
ing  any  person  acting  as  such) ,  to  issue, 
in  his  own  name,  commission  necessary 
to  authorize  officers  and  employees  of 
the  Department  to  travel  by  air  in  the 
performance  of  their  official  duties. 

(R.  S.  161,  396;  secs.  304,  309,  42  Stat.  24, 
25,  sec.  1  (b),  63  Stat.  1066;  5  U.  8.  C.  22. 
133E-15,  369) 


(P.  R.  Doc.  64-327;  Piled,  Jan.  18,  1954; 
8:45  a.  m.] 


SECURITIES  AND  EXCHANGE 
COMMISSION 

(PUe  Nos.  54-205,  59-95] 

North  American  Co.  and  Union  Electric 
Co.  OF  Missouri 

SUPPLEMENTAL  ORDER  PURSUANT  TO 
INTERNAL  REVENUE  CODE 

January  13,  1954. 

In  the  matter  of  the  North  American 
Company,  Union  Electric  Company  of 
Missouri,  Pile  No.  54-205;  the  North 
American  Company.  File  No.  59-95. 

The  Commission  having  issued  its 
findings  and  opinion  and  order  on  Octo¬ 
ber  31,  1952,  approving  a  plan  for  the 
liquidation  and  dissolution  of  the  North 


NOTICES 


United  States  Department  of  Agricul¬ 
ture,  and  then  dividing  by  10.” 

10.  In  the  first  sentence  of  S  999.70  de¬ 
lete  the  words  “25th  day"  and  substitute 
therefor  the  words  “23d  day”. 

Issued  at  Washington,  D.  C.,  this  13th 
day  of  January  1954. 

[SEAL]  Roy  W.  Lennartson, 

Deputy  Administrator. 

[P.  R.  Doc.  54-352;  Filed,  Jan.  18.  1954; 
8:49  a.  m.] 


American  Company  (“North  Ameri¬ 
can"),  pursuant  to  section  11  (e)  of  the 
Public  Utility  Holding  Company  Act  of 
1935  (“act”) ;  said  plan  having  been 
joined  in  to  the  extent  necessary  for  its 
consummation  by  Union  Electric  Com¬ 
pany  of  Missouri  (“Union") ;  said  plan, 
on  December  11,  1952,  having  been  or¬ 
dered  enforced  by  the  United  States  Dis¬ 
trict  Court  for  the  District  of  New  Jer¬ 
sey;  North  American  having  on  said  date 
declared  said  plan  to  be  effective  as  of 
January  20,  1953;  said  plan  having  be¬ 
come  effective;  North  American  having 
effected  the  initial  partial  liquidating 
distribution  of  shares  of  $10  par  value 
common  stock  of  Union  to  stockholders 
of  North  American  on  January  20,  1953, 
on  the  basis  of  one  share  of  Union  com¬ 
mon  stock  with  respect  to  each  ten 
shares  of  North  American  common  stock 
held  of  record  on  December  22.  1952; 

It  appearing  that  in  connection  with 
and  as  a  part  of  the  liquidation  and  dis¬ 
solution  of  North  American,  as  required 
by  the  plan.  North  American  has  pro¬ 
posed  to  make  a  second  partial  liquidat¬ 
ing  distribution  of  shares  of  $10  par 
value  common  stock  of  Union  to  stock¬ 
holders  of  North  American  on  January 
21,  1954  on  the  basis  of  one  share  of 
Union  common  stock  with  respect  to 
each  ten  shares  of  North  American  com¬ 
mon  stock  held  of  record  on  December 
21,  1953,  and  to  pay  cash  in  lieu  of  frac¬ 
tional  shares  of  Union  common  stock 
at  the  rate  of  $23,125  per  share  of  Union 
common  stock; 

It  further  appearing  that  In  connec¬ 
tion  with  such  proposed  distribution 
North  American  has  surrendered  to 
Union  for  conversion  796,124  shares  of 
no  par  value  common  stock  of  Union  and 
Union  has  issued  and  North  American 
has  received  796,124  shares  of  $10  par 
value  common  stock  of  Union  upon  such 
conversion  as  part  of  the  securities  re¬ 
quired  for  distribution  on  January  21, 
1954  to  the  common  stockholders  of 
North  American; 

It  further  appearing  that  the  number 
of  shares  of  $10  par  value  common  stock 
of  Union  which  will  be  required  for  dis¬ 
tribution  on  January  21,  1954  has  been 
determined  to  be  849,006;  that  an  addi¬ 
tional  52,882  shares  of  no  par  value  com¬ 
mon  stock  of  Union  must  be  presented  by 
North  American  to  Union  for  conversion 
into  52,882  shares  of  $10  par  value  com¬ 
mon  stock  of  Union;  and  that  on  January 
21.  1954,  pursuant  to  the  plan.  North 
American  will  distribute  to  the  holders  of 
its  common  stock  of  record  on  December 


21,  1953,  849,006  shares  of  $10  par  value 
common  stock  of  Union  and  will  pay  cash 
in  lieu  of  fractional  shares  of  Union 
common  stock  aggregating  8,256.4  shares 
at  the  rate  of  $23,125  per  share,  such  cash 
payments  totaling  $190,934.44  (after 
rounding  fractions  of  a  cent) ; 

North  American  having  requested  the 
Commission  to  issue  an  appropriate 
order,  with  respect  to  said  transactions, 
under  Supplement  R  of  Chapter  1  and 
section  1808  (f)  of  Chapter  11  of  the 
Internal  Revenue  Code,  as  amended; 
and  the  Commission  deeming  it  ap¬ 
propriate  and  in  the  public  interest  to 
grant  such  request; 

It  is  hereby  ordered  and  recited  and 
the  commission  finds.  That:  (a)  The  pro¬ 
posed  surrender  by  North  American  to 
Union  of  52,882  shares  of  no  par  value 
common  stock  of  Union,  represented  by 
certificate  No.  NC84,  for  conversion  and 
the  proposed  issue  by  Union  and  the  re¬ 
ceipt  by  North  American  in  exchange 
therefor  upon  such  conversion  of  52,882 
shares  of  $10  par  value  common  stock  of 
Union,  represented  by  certificate  No. 
TNB644;  and 

(b)  The  proposed  transfer  and  distri¬ 
bution  to  the  holders  of  common  stock  of 
North  American  of  record  on  December 
21,  1953,  by  North  American,  of  849,006 
shares  of  $10  par  value  common  stock  of 
Union  represented  by  certificates  Nos. 
TNB643  and  TNB644,  together  with  cash 
in  lieu  of  fractional  shares  of  Union 
common  stock  aggregating  8,256.4  shares, 
at  the  rate  of  $23,125  per  share,  such 
cash  payments  totaling  $190,934.44 
(after  rounding  fractions  of  a  cent) ; 

All  in  connection  with  and  as  part  of 
the  liquidation  and  dissolution  of  North 
American  and  as  authorized  or  permitted 
by  the  order  of  this  Commission  of  Octo¬ 
ber  31,  1952,  and,  in  obedience  thereto, 
be  executed  and  are  necessary  or  appro¬ 
priate  to  the  integration  or  simplifica¬ 
tion  required  to  effectuate  the  provisions 
of  section  11  (b)  of  the  Public  Utility 
Holding  Company  Act  of  1935. 

It  is  further  ordered.  That  jurisdiction 
be,  and  hereby  is,  reserved  to  enter  such 
other  or  further  orders  conforming  to 
the  requirements  of  Supplement  R  of 
Chapter  1  and  section  1808  (f)  of  Chap¬ 
ter  11  of  the  Internal  Revenue  Code,  as 
amended. 

By  the  Commisslc:'. 

[seal]  Orval  L.  DxiBois, 

Secretary. 

[P.  R.  Doc.  64-342;  Piled,  Jan.  18,  1954; 

8;48  a.  m.] 


Tuesday,  January  19,  1954 


IPlle  No.  70-20661 


North  American  Co.  and  Union  Electric 
Co.  or  Missouri 


order  extending  time  for  disposition  or 
certain  interests 


January  13,  1954. 


Order  extending  time  for  disposition 
by  Union  Electric  Company  of  Missouri 
of  its  interest  in  water  properties  and 
business  of  Missouri  Power  &  Light 
Company. 

The  North  American  Company 
("North  American'’),  a  registered  hold¬ 
ing  company,  and  its  public  utility  sub¬ 
sidiary,  Union  Electric  Company  of 
Missouri  (“Union”),  also  a  registered 
holding  company,  having  filed  a  joint 
application-declaration  and  amend¬ 
ments  thereto,  pursuant  to  sections  6. 
7,9  (a),  10,  11  (b)  (1)  and  12  (d)  of  the 
Public  Utility  Holding  Company  Act  of 
1935  (“act”)  and  Rules  U-23,  U-43,  U-44 
and  U-50  promulgated  thereunder,  with 
respect  to  the  transfer  by  North  Ameri¬ 
can  to  Union  of  all  of  the  outstanding 
common  stcck  of  Missouri  Power  &  Light 
Company  (“Missouri”),  then  a  public 
utility  subsidiary  of  North  American; 

The  Commission,  by  order  dated  De¬ 
cember  28, 1950,  having  granted  and  per¬ 
mitted  to  become  effective  said  applica¬ 
tion-declaration,  as  amended,  subject, 
among  other  things,  to  the  following 
condition: 


(1)  That  within  six  months  after  the  re¬ 
ceipt  by  Union  of  the  Missouri  common 
itock.  or  such  further  time  as  the  Commis¬ 
sion  may  grant  upon  good  cause  shown. 
Union  shall  cause  the  disposition  of  its  in¬ 
terest  In  Missotirl’s  water  and  ice  properties 
end  businesses  and  Missouri’s  electric  prop¬ 
erties  located  at  Clinton,  Missouri;  and  that 
North  American  shall  cause  Union  to  take 
luch  action; 


The  Commission  having  heretofore  ex¬ 
tended  until  December  31,  1953,  the  time 
for  compliance  with  the  aforesaid  con¬ 
dition; 

It  appearing  that  Missouri  has  dis¬ 
posed  of  its  ice  properties  located  at 
Mexico,  Missouri,  and  its  electric  prop¬ 
erties  located  at  Clinton.  Missouri,  and 
Union  and  Missouri,  by  letter  dated  De¬ 
cember  11,  1953,  having  stated  that  they 
have  been  unable  in  the  exercise  of  due 
diligence  to  dispose  of  Missouri’s  water 
properties  at  Excelsior  Springs,  Missouri, 
and  Mexico,  Missouri,  and  having  repre¬ 
sented  that  diligent  efforts  are  being 
Blade  to  dispose  of  such  properties  and 
having  requested  the  Commission  to  ex¬ 
tend  for  an  additional  period,  to  June  30, 
1954,  the  time  in  which  to  comply  with 
the  Commission’s  order  of  December  28, 
1950;  and 

The  Commission  having  considered 
such  request  and  the  reasons  advanced 
in  support  thereof  and  deeming  that  the 
public  interest  and  the  interests  of  in¬ 
vestors  and  consumers  will  not  be 
affected  adversely  by  granting  such 
request; 

It  is  ordered,  That  the  time  prescribed 
for  compliance  by  Union  and  North 
American  with  the  above-recited  condi¬ 
tion  relating  to  the  water  properties  and 


FEDERAL  REGISTER 


business  of  Missouri  be.  and  hereby  is, 
extended  to  June  30,  1954. 

By  the  Commission. 

[SEAL]  OKVKL  L.  DuBOIS, 

Secretary. 


[F.  R.  Doc.  64-343;  Filed,  Jan.  18,  1954; 
8:48  a.  m.] 


(File  No.  70-30631 

American  Natural  Oas  Co.  and  Michigan 
Consolidated  Gas  Co. 


ORDER  REGARDING  PROPOSED  ISSUANCE  AND 

SALE  or  PRINCIPAL  AMOUNT  OF  FIRST 

MORTGAGE  BONDS 

January  13,  1954. 

The  Commission,  by  order  dated  June 
2. 1953,  granted  and  permitted  to  become 
effective  an  application-declaration  filed 
by  American  Natural  Oas  Company,  a 
registered  holding  company,  and  its 
public-utility  subsidiary  Michigan  Con¬ 
solidated  Oas  Company  (“Michigan 
Consolidated”)  pursuant  to  the  Public 
Utility  Holding  Company  Act  of  1935 
(“act”)  regarding,  among  other  things, 
the  issuance  and  sale  by  Michigan  Con¬ 
solidated  of  $20,000,000  principal  amount 
of  First  Mortgage  Bonds _ Percent  Se¬ 

ries  due  1978  (“new  bonds”)  subject  to 
the  condition  that  the  issuance  and  sale 
of  said  bonds  should  not  be  consum¬ 
mated  until  the  results  of  competitive 
bidding  should  have  been  made  a  matter 
of  record  in  this  proceeding. 

Following  publication  of  an  Invitation 
for  Bids,  Michigan  Consolidated  re¬ 
ceived  on  June  15,  1953,  at  the  time  and 
place  fixed  for  the  opening  of  bids,  only 
one  bid  for  the  aforesaid  bonds.  ’This 
bid  was  submitted  by  a  group  of  bidders 
represented  jointly  by  Halsey,  Stuart  & 
Co.,  Inc.,  Harriman,  Ripley  &  Co.,  In¬ 
corporated,  and  Union  Securities  Corpo¬ 
ration,  and  specified  an  interest  rate  of 
5%  and  a  price  to  Michigan  Consolidated 
of  100.125%  of  the  principal  amount  of 
the  new  bonds.  ’The  bid  was  rejected  by 
Michigan  Consolidated. 

Michigan  Consolidated  having  filed  an 
amendment  to  its  application-declara¬ 
tion  in  which  it  proposes  to  issue  and  sell 
new  bonds  as  follows: 

1.  The  Registration  Statement  hereto¬ 
fore  filed  under  the  Securities  Act  of 
1933  with  respect  to  the  new  bonds  will 
be  amended  so  as  to  reflect  changes  in 
the  dating,  maturity  and  other  terms  of 
the  new  bonds,  and  to  bring  up  to  date 
information  concerning  Michigan  Con¬ 
solidated  reflected  therein. 

2.  When  the  Registration  Statement 
as  so  amended  has  become  effective,  and 
necessary  authority  has  been  obtained  in 
this  proceeding  under  the  act.  the  Com¬ 
pany  proposes  to  issue  an  invitation  to 
investment  banking  firms  to  submit  bids 
for  the  new  bonds,  either  on  their  own 
respective  behalves  or  on  behalf  of 
groups  represented  by  them  respectively, 
such  bids  to  be  submitted  on  a  date 
(within  six  weeks  of  the  issuance  of  the 
invitation)  to  be  fixed  by  the  Company 
on  not  less  than  45  hours  prior  notice  by 
telegram  to  those  so  invited.  Those  in¬ 


vited  to  bid  will  include  the  representa¬ 
tives  of  the  several  groups  which  indi¬ 
cated  an  interest  in  the  new  bonds  when 
earlier  offered  for  competitive  bids. 
Should  the  company  be  advised  of  other 
responsible  prospective  bidders,  or  of 
firms  previously  included  in  bidding 
groups  who  wish  to  bid  under  different 
arrangements,  the  invitation  will  be  ex¬ 
tended  to  them  also.  ’The  terms  and 
conditions  relating  to  bids  so  invited  will 
provide  that  acceptance  of  any  bid  shall 
be  subject  to  the  further  approval  of  the 
Commission.  Except  as  aforesaid,  the 
proposed  procedure,  terms  and  condi¬ 
tions  relating  to  bids,  and  purchase  con¬ 
tract  provisions,  will  conform  to  those 
customarily  followed  by  Michigan  Con¬ 
solidated  when  operating  pursuant  to 
the  requirements  of  Rule  U-50. 

Estimated  fees  and  expenses  aggregate 
$167,500  as  follows: 


SEC  registration  fee _ _ _ _ _ _ 

Federal  revenue  stampm _ 

Michigan  Public  Service  Commission 

fee _ _ 

Printing  and  engraving _ 

Trmtee:  Authentication  and  deliv¬ 
ery  fees  and  expenses _ _ 

Accounting  fee  of  Arthui’  Andersen 

ic  Co _ 

Fee  of  Ralph  E.  Davis,  petroleum  and 

natural  gas  ^engineer _ _ 

(Counsel  fees: 

Dyer,  Angell  &  Neek _ ... _ _ 

Clare  J.  Hall _ _ 

Clifford  B.  Langley _ _ 

James  W.  Williams _ _ 

Sldley,  Austin,  Burgess  &  Smith.. 
Mortgage  recording  fees  and  title 

expense _ _ 

Miscellaneous _ _ 


$2. 100 
25.  311 


23,010 

47,500 


13,000 
1.  500 
600 
600 
17,  500 


Total _ _ _  167,500 


In  addition,  fees  of  Chadbourne,  Hunt, 
Jaeckel  &  Brown,  counsel  for  the  pros¬ 
pective  purchasers  are  estimated  at 
$13,750, 

Due  notice  having  been  given  of  the 
filing  of  the  application-declaration  and 
a  hearing  not  having  been  requested  of 
or  ordered  by  the  Commission;  and  the 
Commission  finding  that  the  applicable 
provisions  of  the  act  and  tJie  rules  pro¬ 
mulgated  thereunder  are  satisfied  and 
that  no  adverse  findings  are  necessary, 
and  deeming  it  appropriate  in  the  pub¬ 
lic  interest  and  in  the  interest  of  invest¬ 
ors  and  consumers  that  said  application- 
declaration.  as  amended,  be  granted  and 
permitted  to  become  effective,  forthwith, 
without  the  imposition  of  terms  and  con¬ 
ditions,  other  than  those  specified  below, 
and  finding  that  the  fees  and  expenses 
as  estimated,  are  not  unreasonable: 

It  is  ordered.  Pursuant  to  Rule  U-23 
and  the  applicable  provisions  of  the  act, 
that  said  application-declaration,  as 
amended,  including  the  modified  bid¬ 
ding  procedure,  be,  and  it  hereby  is, 
granted  and  permitted  to  become  effec¬ 
tive,  forthwith,  subject  to  the  terms  and 
conditions  prescribed  in  Rules  U-24  and 
U-50. 


By  the  Commission. 

[SEAL]  ORVAL  L.  DuBoiS, 

Secretary. 


■v.  - 


'T.'  ' 


[F.  R.  DOO.  64-344;  Piled,  Jan.  18.  1954;; 
8:48  a.  m.] 
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NOTICES 


inie  No.  70-3174] 

Public  Service  Co.  or  Oklahoma 

NOTICE  or  FILING  REGARDING  SALE  OF  FIRST 
MORTGAGE  BONDS  AT  COMPETITIVE  BIDDING 

January  13, 1954. 

Notice  Is  hereby  given  that  an  applica¬ 
tion  has  been  filed  with  this  Commission 
by  Public  Service  Company  of  Oklahoma 
(“Oklahoma”),  a  public-utility  subsidi¬ 
ary  of  Central  and  South  West  Corpora¬ 
tion.  a  registered  holding  company.  The 
applicant  has  designated  section  6  (b)  of 
the  Public  Utility  Holding  Company  Act 
of  1935  (“act”)  and  Rule  U-50  promul¬ 
gated  thereunder  as  applicable  to  the 
proposed  transactions,  which  are  sum¬ 
marized  as  follows: 

Oklahoma  proposes  to  issues  and  sell, 
at  competitive  biddings  pursuant  to  Rule 
U-50  of  the  general  rules  and  regulations 
of  the  Commission  under  the  act, 
$12,500,000  in  principal  amount  of  its 
First  Mortgage  Bonds,  Series  E,  __  per¬ 
cent,  to  be  dated  February  1,  1954,  to 
mature  February  1, 1984,  and  to  be  issued 
imder  and  secured  by  the  Indenture  of 
Mortgage  dated  July  1, 1945,  between  the 
applicant  and  the  First  National  Bank 
and  Trust  Company  of  Tulsa,  as  Trustee, 
as  amended  by  the  indentures  supple¬ 
mental  thereto  heretofore  executed  and 
by  a  proposed  Supplemental  Indenture  to 
be  dated  February  1, 1954.  The  proposed 
Supplemental  Indenture  states  the  terms, 
provisions  and  characteristics  of  the 
bonds  of  Series  E  and  supplements  and 
amends  said  Indenture  in  certain  related 
respects,  and  will  confirm  the  lien  of  said 
Indenture  on  certain  “after-acquired 
property”  constructed  or  acquired  by 
Oklahoma  on  or  subsequent  to  March  1, 
1953,  and  described  therein. 

The  net  proceeds  (exclusive  of  accrued 
interest)  to  be  received  by  applicant  from 
the  sale  of  the  $12,500,000  principal 
amount  of  Series  E  Bonds  proposed  to 
be  issued,  will  be  used  in  pa3rment  or  re¬ 
imbursement  of  a  part  of  the  cost  of 
additions,  extensions  and  improvements 
made  or  to  be  made  to  its  electric  utility 
properties. 

The  filing  states  that  the  issuance  and 
sale  of  the  proposed  bonds  are  subject 
to  the  Jurisdiction  of  the  Corporation 
Commission  of  Oklahoma,  the  State 
commission  of  the  State  in  which  Okla¬ 
homa  is  organized  and  doing  business. 

Applicant  requests  that  this  Commis¬ 
sion’s  order  to  ^  entered  herein  become 
effective  forthwith  upon  its  issuance. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may.  not  later  than  Janu¬ 
ary  28,  1954,  at  5:30  p.  m.,  e.  s.  t.,  request 
the  Commission  in  writing  that  a  hear¬ 
ing  be  held  on  such  matter,  stating  the 
reasons  for  such  request,  the  nature  of 
his  interest  and  the  issues  of  fact  or  law 
raised  by  said  application  which  he  de¬ 
sires  to  controvert,  or  may  request  that 
he  be  notified  if  the  Commission  should 
order  a  hearing  thereon.  Any  such  re¬ 
quest  should  be  addressed:  Secretary. 
Securities  and  Exchange  Commission, 
425  Second  Street  NW.,  Washington  25, 
D.  C.  At  any  time  after  January  28. 1954, 
said  application,  as  filed  or  as  amended. 


may  be  granted  as  provided  in  Rules  U-23 
and  U-50  of  the  rules  and  regulations 
promulgated  under  the  act  or  the  Com¬ 
mission  may  except  such  transactions  as 
provided  in  Rules  U-20  (a)  and  U-100 
thereof. 

By  the  Commission. 

[SEAL]  ORVAL  L.  DuBOIS, 

Secretary. 

(P.  R.  Doc.  64-345;  PUed,  Jan.  18.  1954; 
8:49  a.  m.] 


[Pile  No,  24NY-3576] 

Apartment  Owners,  Inc. 

NOTICE  OF  OPPORTUNITY  FOR  HEARING 
January  13,  1954. 

For  the  purpose  of  obtaining  an  ex¬ 
emption  from  the  registration  provisions 
of  the  Securities  Act  of  1933,  as  amended, 
pursuant  to  the  provisions  of  section 
3  (b)  thereof  and  Regulation  A  promul¬ 
gated  thereunder.  Apartment  Owners, 
Inc.  (hereinafter  referred  to  as  the 
“corporation”)  filed  with  the  Commis¬ 
sion,  on  December  29,  1953,  a  notifica¬ 
tion  on  Form  1-A  relating  to  a  proposed 
offering  of  2,920  shares  of  its  5  percent 
cumulative  preferred  stock  of  the  par 
value  of  $100.00  per  share  and  2,920 
shares  of  its  common  stock  of  the  i>ar 
value  of  $1.00  per  share  to  be  sold  in 
units  consisting  of  one  share  of  such 
preferred  stock  and  one  share  of  such 
common  stock  at  an  offering  price  of 
$101.00  per  unit;  and 

The  Commission  having  reasonable 
cause  to  believe  that  the  terms  and 
conditions  of  said  Regulation  A  have 
not  been  complied  with,  in  that  the 
notification  on  Form  l-A  and  the  offer¬ 
ing  circular  omit  to  state  material  facts 
necessary  to  make  the  statements  made, 
in  the  light  of  the  circumstances  under 
which  they  are  made,  not  misleading; 
and 

The  use  of  the  offering  circular  as  filed 
with  the  Commission  in  connection  with 
any  offering  of  the  shares  to  which  the 
notification  relates  would  operate  as  a 
fraud  or  deceit  upon  the  offerees  thereof; 

Notice  Is  hereby  given  that  the  Com¬ 
mission  has  this  day,  pursuant  to  Rule 
223  (a)  of  the  general  rules  and  regula¬ 
tions  under  the  Secmities  Act  of  1933. 
issued  its  order  that  the  conditional 
exemption  under  Regulation  A  be  denied. 

Notice  is  further  given  that,  upon  re¬ 
ceipt  of  a  written  request  by  any  person 
having  any  interest  therein,  the  Commis¬ 
sion  will  set  the  matter  down  for  hearing 
within  twenty  days  after  receipt  of  such 
request,  at  a  place  to  be  designated  by  the 
Commission,  for  the  purpose  of  deter¬ 
mining  whether  said  order  of  denial  shall 
be  vacated,  and  that  notice  of  the  time 
and  place  for  such  hearing  will  be 
promptly  given  by  the  Commission. 

By  the  Commission. 

[SEAL]  ORVAL  L.  DuBOIS, 

Secretary. 

(F.  R.  Doc.  54-346;  Filed,  Jaa.  18.  1954; 

8:49  a.  m.] 


(File  No.  812-861] 

Diversified  Funds,  Inc. 

NOTICE  OF  APPLICATION  REQUESTING  EXEMP¬ 
TION  REGARDING  APPROVAL  OF  INVESTMENT 
ADVISORY  CONTRACT,  ELECTION  OF  DIREC¬ 
TORS.  AND  ACQUISITION  OF  STOCK  OF  IN¬ 
VESTMENT  COMPANY 

Notice  is  hereby  given  that  Diversified 
Funds,  Inc.,  Elizabeth,  New  Jersey,  a 
registered,  open-end,  diversified  invest¬ 
ment  company,  has  filed  an  application 
pursuant  to  section  6  (c)  of  the  act  seek¬ 
ing  an  order  exempting  certain  of  the 
following  proposed  transactions  from 
the  provisions  of  sections  12  (d)  (1),  15 
(a)  and  16  (a)  of  the  act. 

The  Applicant’s  authorized  capital 
consists  of  15,001,000  shares  of  the  par 
value  of  $1  per  share,  of  which  1,000 
shares  are  common  stock  and  15,000,000 
are  Special  Stock  issuable  in  series  as  es¬ 
tablished  by  resolutions  of  the  board  of 
directors.  The  receipts  from  the  sale  or 
issuance  of  each  series  of  Special  Stock, 
the  securities  in  which  these  receipts  are 
invested,  and  the  income,  profits  and 
proceeds  of  these  investments  (called 
collectively  the  “underlying  assets”  of 
the  series)  are  segregated  on  the  books  of 
the  comimny,  and  the  holders  of  shares 
in  any  series  have  no  interest  in  the  as¬ 
sets  or  income  of  any  other  series. 

All  the  1,000  shares  of  authorized  com¬ 
mon  stock  are  outstanding  and  are  held 
by  the  Applicant’s  principal  underwriter 
and  investment  adviser.  Hugh  W.  Long 
and  Company,  Incorporated,  which  pur¬ 
chased  such  shares  at  a  price  of  $1  per 
share.  The  common  stock  is  not  offered 
for  sale  to  the  public.  The  common 
stock  is  not  redeemable;  the  Special 
Stock  is  redeemable. 

The  designations  of  each  series  of 
Special  Stock  which  is  now  issued  by  Ap¬ 
plicant,  the  number  of  shares  outstand¬ 
ing,  and  the  aggregate  net  asset  value  of 
each  such  series  as  of  November  30, 1953 
are  as  follows: 


Series  designation 

Number 

outstand¬ 

ing 

1  Neta'set 
i  value 

Diversified  investment  fund . 

Diversified  common  stocR  fund.. 
Diversified  growUi  stock  fund _ 

6, 0R4, 

1,081.779 

1,232,748 

'$33. 107, 9.M 
5,  (>29. 432 
8, 91(1, 883 

The  Applicant  has  proposed  a  read¬ 
justment  program  pursuant  to  which  Di¬ 
versified  Growth  Stock  Fund  will  operate 
as  a  new  corporation  with  a  single  class 
of  stock  and  Diversified  Investment  Fund 
and  Diversified  Common  Stock  Fund  will 
be  combined  so  that  Applicant  will  have 
outstanding  only  a  single  class  of  stock. 
Under  this  readjustment  program,  which 
will  require  approval  of  the  Applicant’s 
shareholders,  (1)  the  underlying  assets 
of  the  series  designated  Diversified 
Growth  Stock  Fund  will  be  transferred 
by  Applicant  to  a  new  open-end  invest¬ 
ment  cwnpany.  Diversified  Growth  Stock 
Fund,  Inc.  (“New  Company”),  in  ex¬ 
change  for  shares  of  stock  of  New  Com¬ 
pany  equal  in  number  and  net  asset  value 
to  that  of  the  shares  of  Diversified 
Growth  Stock  Fund  outstanding  on  the 
date  of  exchange;  (2)  this  stock  of  New 
Company  will  then  be  delivered  by  Ap¬ 
plicant  to  the  shareholders  of  Diversified 
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Growth  Stock  Fund  series  on  a  share 
for  share  basis,  in  cancellation  and  re¬ 
demption  of  that  entire  series;  (3)  the 
shares  of  Applicant’s  common  stock  and 
of  its  two  series  designated  Diversified 
Investment  Fund  and  Diversified  Com¬ 
mon  Stock  Fund  will  be  reclassified,  by 
an  appropriate  exchange  of  shares,  upon 
the  basis  of  relative  net  asset  value,  into 
a  single  class  of  new  common  stock  with 
a  par  value  of  $1  per  share;  and  (4)  Ap¬ 
plicant’s  name  will  be  changed  from 
Diversified  Funds,  Inc.  to  Diversified  In¬ 
vestment  Fund,  Inc. 

Under  the  proposal  Hugh  W.  Long  and 
Company,  Incorporated,  the  present  in¬ 
vestment  adviser  and  principal  under¬ 
writer  for  the  Applicant,  will  continue 
to  act  as  principal  underwriter  for  the 
Applicant  following  the  change  of  its 
name  to  Diversified  Investment  Fund, 
Inc.  and  also  will  become  principal  un¬ 
derwriter  for  New  Company.  It  will  be 
proposed  to  the  shareholders  that  each 
of  these  companies  retain  Investors 
Management  Company,  Inc.  as  invest¬ 
ment  adviser  beginning  April  I,  1954, 
the  projected  effective  date  of  the  pro¬ 
posals.  It  is  also  proposed  that  the  same 
persons  be  elected  as  directors  of  New 
Company  as  will  on  the  date  of  the  elec¬ 
tion  be  directors  of  Applicant. 

During  the  brief  period  when  the  Ap¬ 
plicant  will  be  the  sole  stockholder  of 
New  Company,  Applicant  intends  to  vote 
to  approve  the  proposed  investment  ad¬ 
visory  contract  for  New  Company  and  to 
elect  the  board  of  directors  proposed  for 
it.  Such  voting  action  will  be  taken  by 
Applicant  only  if  it  is  authorized  by  a 
majority  vote  of  the  beneficial  owners  of 
the  capital  stock  of  New  Company.  Ac¬ 
cordingly,  the  form  of  proxy  to  be  sub¬ 
mitted  to  the  holders  of  Diversified 
Growth  Stock  Fund,  in  connection  with 
the  meeting  of  Applicant’s  shareholders 
at  which  action  wiU  be  taken  on  the  pro¬ 
posed  readjustment,  will  provide  means 
for  giving  such  shareholders  an  opportu¬ 
nity  to  vote  for  or  against  granting  the 
indicated  authority  with  respect  to  the 
investment  advisory  contract  and  the 
election  of  directors. 

The  Applicant  states  that  the  present 
series  structure  unduly  complicates  the 
company’s  prospectus  and  its  reporting, 
accounting  and  tax  problems,  and  that 
it  is  expensive  to  maintain;  and  that,  in 
its  opinion,  savings  could  be  made  and 
services  to  investors  improved  if  the  as¬ 
sets  relating  to  each  series  were  repre¬ 
sented  by  a  single  class  of  stock  of  a 
separate  company. 

Section  12  (d)  (1)  of  the  act  prohibits 
the  acquisition  by  a  registered  invest¬ 
ment  company  of  more  than  5  percent 
of  the  total  outstanding  voting  stock  of 
any  other  Investment  company  if  the 
policy  of  such  other  investment  company 
is  the  concentration  of  investments  in  a 
particular  industry  or  group  of  indus¬ 
tries,  or  more  than  3  percent  of  such 
stock  if  the  policy  is  not  so  to  concen¬ 
trate.  Applicant  indicates  that  certain 
exceptions  to  this  prohibition  contained 
in  this  section  may  not  be  applicable  to 
its  proposed  readjustment  program. 
Section  15  (a)  of  the  act  prohibits  any 
person  from  acting  as  investment  adviser 
of  a  registered  investment  company,  ex¬ 
cept  pursuant  to  a  written  contract 
No.  la - 6 


which  contains  certain  provisions  and 
has  been  approved  by  the  vote  of  a  ma¬ 
jority  of  the  outstanding  voting  securi¬ 
ties  of  such  company.  Section  16  (a)  of 
the  act,  with  certain  exceptions  not  per¬ 
tinent  here,  prohibits  any  person  from 
serving  as  a  director  of  a  registered  in¬ 
vestment  company  unless  elected  to  that 
office  by  the  holders  of  the  outstanding 
voting  securities  of  such  company,  at  an 
annual  or  special  meeting  duly  called  for 
that  purpose. 

Notice  is  further  given  that  any  in¬ 
terested  person  may,  not  later  than  Jan¬ 
uary  21, 1954,  at  5:30  p.  m.,  submit  to  the 
Commission  in  writing  any  facts  bearing 
upon  the  desirability  of  a  hearing  on  the 
matter  and  may  request  that  a  hearing 
be  held,  such  request  stating  the  nature 
of  his  interest,  the  reasons  for  such  re¬ 
quest  and  the  issues,  if  any,  of  fact  or 
law  proposed  to  be  controverted,  or  he 
may  request  that  he  be  notified  if  the 
Commission  should  order  a  hearing 
thereon.  Any  such  communication  or 
request  should  be  addressed:  Secretary, 
Securities  and  Exchange  Commission, 
425  Second  Street  NW.,  Washington  25, 
D.  C.  At  any  time  after  said  date,  the 
application  may  be  granted  as  provided 
in  Rule  N-5  of  the  rules  and  regulations 
promulgated  imder  the  act. 

By  the  Commission. 

[SEAL]  ORVAL  L.  DuBOIS, 

Secretary. 

[F.  R.  Doc.  54-347;  Filed,  Jan.  18,  1954; 

8:49  a.  m.] 


FEDERAL  POWER  COMMISSION 

[Docket  Nos.  E-8534,  El-6535] 

Missouri  Public  Service  Co.  and  Empire 
District  Electric  Co. 

notice  of  order  authorizing  disposi¬ 
tion,  AND  ACQUISITION  AND  MERGER  OR 

consolidation  of  facilities 

January  13,  1954. 

In  the  matters  of  Missouri  Public  Serv¬ 
ice  Company,  Docket  No,  B-6534,  the 
Empire  District  Electric  Company, 
Docket  No.  E-6535. 

Notice  is  hereby  given  that  on  Janu¬ 
ary  8,  1954,  the  Federal  Power  Commis¬ 
sion  issued  its  order  adopted  January  6, 
1954,  in  the  above-entitled  matters,  au¬ 
thorizing  the  disposition  of  certain  of 
the  facilities  of  The  Empire  District 
Electric  Company,  Docket  No.  E-6535, 
and  the  acquisition  and  merger  or  con¬ 
solidation  of  said  facilities  by  Missouri 
Public  Service  Company,  Docket  No. 
E-6534. 

[seal]  Leon  M.  Fuquay, 

Secretary. 

[F.  R.  DOC.  54-326;  Piled,  Jan.  18,  1954; 
8:45  a.  m.] 


[Docket  Nos.  G-2253  and  0-2336] 
Alabama-TEnnesseb  Natural  Gas  Co. 

ORDER  PBRMITTINC  INTERVENTION  AND 
GRANTINC  JOINT  MOTION  FOR  CONSOLIDA¬ 
TION  OF  PROCEEDINGS  AND  POSTPONEMENT 
OF  HEARING 

On  December  31,  1953,  the  Cities  of 
Athens,  Decatur,  Florence,  Hartselle, 


Huntsville,  ShefiQeld,  and  Tuscumbia, 
Alabama,  Corinth  and  luka,  Mississippi, 
and  Selmer,  Tennessee,  filed  joint  peti¬ 
tions  seeking  leave  to  intervene  in  the 
proceedings  in  Docket  No,  Cr-2253  and 
Docket  No.  G-2336. 

On  the  same  date  said  cities  filed  a 
joint. motion  to  consolidate  the  proceed¬ 
ings  in  Docket  No.  G-2336  with  the  pro¬ 
ceeding  in  Docket  No.  G-2253  for  the 
purpose  of  hearing. 

The  Commission,  by  order  issued  Sep¬ 
tember  24,  1953,  at  Docket  No.  G-2253, 
suspended  and  deferred  the  use  of  cer¬ 
tain  tariff  sheets  filed  by  Alabama- 
Tennessee  Natural  Gas  Company 
(Alabama-Tennessee)  proposing  an  in¬ 
crease  in  rates  and  charges  to  its  whole¬ 
sale  customers,  and  ordered  a  public 
hearing  to  be  held  on  February  24,  1954. 

By  order  issued  December  17,  1953, 
the  Commission,  at  Docket  No.  G-2336, 
suspended  and  deferred  the  use  of  cer¬ 
tain  tariff  sheets  filed  by  Alabama-Ten¬ 
nessee  proposing  to  change  its  general 
service  rate  schedules  by  instituting 
penalty  charges  for  unauthorized  over¬ 
runs  of  the  contracted  maximum  daily 
delivery  obligations. 

The  aforesaid  cities  purchase  their 
entire  natural  gas  requirements  from 
Alabama-Tennessee.  They  allege  in 
their  motion,  among  other  things,  that 
the  two  proceedings  involve  the  common 
question  of  law  concerning  the  lawful¬ 
ness  of  the  rates  and  charges  proposed 
by  Alabama-Tennessee  as  they  may  be 
reflected  in  the  cost  of  gas  purchased 
by  the  cities.  It  is  also  alleged  that  since 
they  intend  to  participate  actively  in 
the  hearings  the  convenience  of  the 
cities  will  be  greatly  served  by  consoli¬ 
dation  of  the  proceedings  for  hearing. 

By  telegram  dated  January  5, 1954,  Al¬ 
abama-Tennessee  advised  the  Commis¬ 
sion  of  its  concurrence  in  the  joint 
motion  for  consolidation  of  the  proceed¬ 
ings  and  postponement  of  the  hearing 
date  in  Docket  No.  G-2336. 

The  Commission  finds: 

(1)  The  participation  of  the  above- 
named  cities  in  the  proceedings  in  Dock¬ 
et  Nos.  G-2253  and  G-2336  may  be  in 
the  public  interest. 

(2)  Good  cause  exists  for  consolidat¬ 
ing  the  proceedings  involved  in  Docket 
No.  G-2336  with  those  involved  in  Dock¬ 
et  No.  G-2253  for  purposes  of  hearing 
and  decision  thereof,  and  for  postpone¬ 
ment  of  the  hearing  in  Docket  No. 
G-2336  to  the  date  presently  fixed  for 
Docket  No.  G-2253,  as  hereinafter 
ordered. 

'The  Commission  orders: 

(A)  The  above-named  cities  be  and 
the  same  hereby  are  permitted  to  be¬ 
come  interveners  in  these  proceedings, 
subject  to  the  rules  and  regulations  of 
the  Commission:  Provided,  however, 
’That  the  participation  of  such  interven¬ 
ers  shall  be  limited  to  matters  affecting 
asserted  rights  and  interests  specifically 
set  forth  in  the  joint  petitions  for  leave 
to  intervene:  And  provided,  further. 
That  the  admission  of  such  interveners 
shall  not  be  construed  as  recognition  by 
the  Commission  that  they  or  any  of 
them  might  be  aggrieved  because  of  any 
order  or  orders  of  the  Commission 
entered  in  these  proceedings. 
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(B)  Hie  proceedings  Involved  in 
Docket  Nos.  G-2253  and  G^2336  be  and 
they  hereby  are  consolidated  for  purpose 
of  hearing  and  the  public  hearing  in  the 
consolidated  proceedings  shall  be  held 
on  February  24,  1954,  at  the  same  time 
and  place  designated  in  the  order  of  the 
Commission  issued  September  24,  1953, 
at  docket  No.  0-2253. 

<C)  In  all  other  respects  the  orders 
issued  September  24  and  December  17, 
1953,  at  Docket  Nos.  0-2253  and  0-2336, 
respectively,  shall  remain  in  full  force 
and  effect. 

Adopted:  January  13,  1954. 

Issued:  January  13,  1954. 

By  the  Commission. 

[seal]  Leon  M.  Fuqua y. 

Secretary. 

[P.  R.  Doc.  64-338;  Piled,  Jan.  18,  1954; 

8:47  a.  m.] 


(Docket  No.  G-22791 
El  Paso  Natural  Oas  Co. 

ORDER  FIXING  DATE  OF  HEARING 

On  October  15,  1953,  El  Paso  Natural 
Gas  Company  (Applicant),  a  Delaware 
corporation  having  its  principal  place  of 
business  at  El  Paso,  Texas,  filed  an  ap¬ 
plication  and  a  supplement  thereto  on 
November  19,  1953,  for  a  certificate  of 
public  convenience  and  necessity  pur¬ 
suant  to  section  7  of  the  Natural  Gas  Act, 
authorizing  the  construction  and  opera¬ 
tion  of  certain  natural-gas  transmission 
pipe-line  facilities,  subject  to  the  juris¬ 
diction  of  the  Commission,  all  as  more 
fully  described  in  the  application  on  file 
with  the  Commission  an<i  open  to  public 
inspection. 

The  Commission  finds: 

(1)  This  proceeding  is  a  proper  one 
for  disposition  under  the  provisions  of 
§  1.32  (b)  (18  cm  1.32  (b) )  of  the  Com¬ 
mission’s  rules  of  practice  and  procedure, 
AiH>licant  having  requested  that  the  ap¬ 
plication  be  heard  under  the  shortened 
procedure  provided  by  the  aforesaid  rule 
for  noncontested  proceedings,  and  no 
request  to  be  heard,  protest,  or  petition 
having  been  filed  subs^uent  to  the  giving 
of  due  notice  of  the  filing  of  the  appli¬ 
cation,  including  publication  in  the 
Federal  Register  on  November  3,  1953 
(18  F.  R.  6949). 

(2)  It  is  reasonable  and  in  the  public 
Interest  and  good  cause  exists  fcH-  fixing 
the  date  of  hearing  in  this  proceeding 
less  than  15  days  after  publication  of 
this  order  in  the  Federal  Register. 

Hie  Commission  orders: 

(A)  Pursuant  to  the  authority  con¬ 
tained  in  and  subject  to  the  jurisdiction 
conferred  upon  the  Federal  Power  Com¬ 
mission  by  Sections  7  and  15  of  the 
Natural  Gas  Act,  and  the  Commission’s 
rules  of  practice  and  procedure,  a  hear¬ 
ing  be  held  on  January  25,  1954,  at  9:30 
a.  m.,  e.  s.  t.,  in  the  Hearing  Room  of  the 
Federal  Power  Commission,  441  G  Street, 
NW.,  Washington,  D.  C.,  concerning  the 
matters  involved  and  the  issues  presented 
by  the  application  herein:  Provided, 
however.  That  the  Commission  may, 
after,  a  noncontested  hearing,  dispose  of 


the  proceeding  pursuant  to  provisions 
of  §  1.32  (b)  of  the  Commission’s  rules  of 
practice  and  procedure. 

(B)  Interested  State  commissions  may 
participate  as  provided  by  5§  1.8  and  1.37 
(f)  (18  CFR  1.8  and  1.37  (f ) )  of  the  said 
rules  of  practice  and  procedure. 

Adopted:  January  13,  1954. 

Issued:  January  13, 1954. 

By  the  Commission. 

[SEAL]  Leon  M.  Fuquay, 

Secretary. 

[P.  R.  Doc.  64-339;  Piled,  Jan.  18,  1954; 
8:47  a.  m.] 


INTERSTATE  COMMERCE 
COMMISSION 

[4th  Sec.  Application  28825] 

Various  Commodities  Between  Points  in 
Texas 

APPLICATION  FOR  RELIEF 

January  14,  1954. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Filed  by:  Lee  Douglass,  Agent,  for  car¬ 
riers  parties  to  schedule  listed  below: 

Commodities  involved:  Coffee,  extract 
of,  sewer  pipe  and  fittings,  castor  pomace, 
etc.,  carloads. 

Between:  Points  in  Texas. 

Grounds  for  relief:  Rail  competition, 
circuity,  and  to  meet  intrastate  rates. 

Schedules  filed  containing  proposed 
rates:  Lee  Douglass,  Agent,  I.  C.  C.  No. 
807,  supp.  36. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission,  Rule  73,  persons  other  than  ap¬ 
plicants  should  fairly  disclose  their  inter¬ 
est,  and  the  position  they  intend  to  take 
at  the  hearing  with  respect  to  the  appli¬ 
cation.  Otherwise  the  Commission,  in 
Its  discretion,  may  proceed  to  investigate 
and  determine  the  matters  involved  in 
such  application  without  further  or  for¬ 
mal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is 
found  to  be  necessary  before  the  expira¬ 
tion  of  the  15-day  period,  a  hearing, 
upon  a  request  filed  within  that  period, 
may  be  held  subsequently. 

By  the  Commission. 

[seal]  George  W.  Laird, 

Secretary. 

[F.  R.  Doc.  64-332;  FUed,  Jan.  18,  1954; 

8:46  a.  m.] 


[4th  Sec.  Application  28826] 
Canned  Goods  From  Texas  to  Louisiana 
application  for  relief 

January  14,  1954. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 


haul  provision  of  section  4  (1)  of  the 
Ipterstate  Commerce  Act. 

Filed  by:  Lee  Douglass.  Agent,  for  car¬ 
riers  parties  to  schedule  listed  below. 

Commodities  involved:  Canned  goods, 
carloads. 

Prom:  Points  in  Texas. 

To:  Points  in  Louisiana. 

Grounds  for  relief:  Rail  competition, 
circuity,  to  apply  rates  constructed  on 
the  basis  of  the  short  line  distance  for¬ 
mula  and  additional  destinations. 

Schedules  filed  containing  propo.sed 
rates:  Lee  Douglass.  Agent.  I.  C.  C.  No. 

802,  supp.  38. 

Any  interested  person  desiring  the  j 
Commission  to  hold  a  hearing  upon  such  | 
application  shall  request  the  Commis¬ 
sion  in  writing  so  to  do  within  15  days 
from  the  date  of  this  notice.  As  pro¬ 
vided  by  the  general  rules  of  practice  of 
the  Commission.  Rule  73,  persons  other 
than  applicants  should  fairly  disclose 
their  interest,  and  the  position  they  in¬ 
tend  to  take  at  the  hearing  with  respect 
to  the  application.  Otherwise  the  Com¬ 
mission.  in  its  discretion,  may  proceed 
to  investigate  and  determine  the  matters 
involved  in  such  application  without  fur¬ 
ther  or  formal  hearing.  If  because  of 
an  emergency  a  grant  of  temporary  re¬ 
lief  is  found  to  be  necessary  before  the 
expiration  of  the  15-day  period,  a  hear¬ 
ing.  upon  a  request  filed  within  that  pe¬ 
riod,  may  be  held  subsequently. 

By  the  Commission. 

[seal]  George  W.  Laird, 

Secretary. 

[F.  R.  Doc.  64-333;  Filed,  Jan.  18,  1954; 

8:46  a.  m.]  . 


[4th  Sec.  Application  28827] 

Petroleum  Products  Between  Points 
in  Louisiana 

application  for  relief 

January  17,  1954. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  application 
for  relief  from  the  long-and-short-haul 
provision  of  section  4  (1)  of  the  Inter¬ 
state  Commerce  Act. 

Piled  by:  Lee  Douglass.  Agent,  for 
carriers  parties  to  his  tariff  I.  C.  C.  No. 
779. 

Commodities  involved:  Petroleum 
products,  in  carloads. 

Between:  Points  in  Louisiana. 

Grounds  for  relief:  Rail  competition, 
circuity,  and  to  apply  rates  constructed 
on  the  basis  of  the  short  line  distance 
formula. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission,  Rule  73,  persons  other  than  ap¬ 
plicants  should  fairly  disclose  their  in¬ 
terest,  and  the  position  they  intend  to 
take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  investi¬ 
gate  and  determine  the  matters  involved 
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In  such  application  without  further  or 
formal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is 
found  to  be  necessary  before  the  expira¬ 
tion  of  the  15-day  period,  a  hearing,  upon 
a  request  hied  within  that  period,  may 
be  held  subsequently. 

By  the  Commission. 

[seal!  .  George  W.  Laird, 

Secretary. 

[F.  R.  Doc.  54-334;  Filed,  Jan.  18,  1954; 
8:46  a.  m.] 


(4th  Sec.  Application  28828] 

Liquefied  Chlorine  Gas  From  Baton 
Rouge,  La.,  Memphis.  Tenn.,  and  Cal¬ 
vert,  Ky.,  to  Cincinnatt,  Ohio,  and 
Louisville.  Ky. 

APPUCATION  FOR  RELIEF 

January  14,  1954. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Piled  by:  R.  E.  Boyle,  Jr.,  Agent  for 
carriers  parties  to  schedules  listed  below. 

Commodities  involved:  Liquehed 
chlorine  gas,  in  tank-car  loads. 

From:  Baton  Rouge,  La.,  Memphis, 
Tenn.,  and  Calvert,  Ky. 

To:  Cincinnati,  Ohio,  and  Louisville, 
Ky. 

Grounds  for  relief:  Rail  competition, 
circuity,  and  market  competition. 

Schedules  hied  containing  proposed 
rates;  C.  A.  Spaninger,  Agent,  I.  C.  C. 
No.  1351,  supp.  45;  W.  P.  Emerson,  Agent, 
I.  C.  C.  No.  417,  supp.  43. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commis¬ 
sion  in  writing  so  to  do  within  15  days 
from  the  date  of  this  notice.  As  provided 
by  the  general  rules  of  practice  of  the 
Commission,  Rule  73,  persons  other  than 
applicants  should  fairly  disclose  their 
interest,  and  the  position  they  intend 
to  take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  investi¬ 
gate  and  determine  the  matters  involved 
in  such  application  without  further  or 
formal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is 


found  to  be  necessary  before  the  expira¬ 
tion  of  the  15-day  period,  a  hearing,  upon 
a  request  filed  within  that  period,  may 
be  held  subsequently. 

By  the  Commission. 

[seal]  George  W.  Laird, 

Secretary, 

[F.  R.  Doc.  54-335;  Filed,  Jan.  18,  1954; 
8:46  a.  m.| 


[4th  Sec.  Application  28829) 

Liquid  Wood  Preservatives  From  South¬ 
ern,  Illinois,  Southwestern  and 
Western  Trunk-Line  Territories  and 
Western  Canada  to  Pacific  Coast 
Territory 

APPLICATION  FOR  RELIEF 

January  14,  1954. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Filed  by:  W.  J.  Prueter,  Agent,  for  car¬ 
riers  parties  to  schedule  listed  below. 

Commodities  involved:  Wood  preserva¬ 
tives,  liquid,  (with  chlorinated  phenal 
base  or  petroleum  base),  carloads  and 
less-than-carload. 

From:  Points  in  southern,  Illinois, 
southwestern  and  western  trunk-line  ter¬ 
ritories.  and  western  Canada. 

To:  Pacific  Coast  territory. 

Ground  for  relief;  Rail  competition, 
circuity,  competition  with  motor  carriers, 
and  to  maintain  grouping. 

Schedules  filed  containing  proposed 
rates:  W.  J.  Prueter,  Agent,  L  C.  C.  No. 
1559,  supp.  10. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission,  Rule  73,  persons  other  than 
applicants  should  fairly  disclose  their 
interest,  and  the  position  they  intend  to 
take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  investi¬ 
gate  and  determine  the  matters  involved 
in  such  application  without  further  or 
formal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is 
found  to  be  necessary  before  the  ex¬ 
piration  of  the  15-day  period,  a  hearing. 
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upon  a  request  filed  within  that  period, 
may  be  held  subsequently. 

By  the  Commission. 

[seal]  George  W.  Laird, 

Secretary. 

(F.  R.  Doc.  54-336;  Filed,  Jan.  18,  1954; 
8:46  a.  in.] 


[4th  Sec.  Application  28830] 

Paper  and  Paper  Articles  From  South¬ 
west  TO  Western  Trunk-line  Terri¬ 
tory 

APPUCATION  FOR  RELIEF 

January  14.  1954. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  application 
for  relief  from  the  long-and-short-haul 
provision  of  section  4  (1)  of  the  Inter¬ 
state  Commerce  Act. 

Filed  by:  F.  C.  Kratzmeir,  Agent,  for 
carriers  parties  to  schedule  listed  below. 

Commodities  involved:  Paper  and 
paper  articles,  carloads. 

From:  Specified  points  in  Arkansas, 
Louisiana.  Oklahoma,  and  Texas. 

To:  Points  in  western  trunk-line 
territory. 

Grounds  for  relief:  Rail  competition, 
circuity,  and  additional  routes. 

Schedules  filed  containing  proposed 
rates:  F.  C.  Kratzmeir,  Agent,  I.  C.  C. 
No.  4038,  supp.  13. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission.  Rule  73,  persons  other  than  ap¬ 
plicants  should  fairly  disclose  their 
interest,  and  the  position  they  intend  to 
take  at  the  hearing  with  respect  to  the 
application.*  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  investi¬ 
gate  and  determine  the  matters  involved 
in  such  application  without  further  or 
formal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is 
found  to  be  necessary  before  the  expira¬ 
tion  of  the  15-day  period,  a  hearing, 
upon  a  request  filed  within  that  period, 
may  be  held  subsequently. 

By  the  Commission. 

[seal]  George  W.  Laird, 

Secretary. 

[F.  R.  Doc.  54-337;  Filed,  Jan.  18.  1954; 

8:47  a.  m  ] 


